


AMERICA’S GREATEST FINANCIAL PUBLICATION 








SEPTEMBER 1, 1917 


George E. Roberts on Post-War Prospects 


FRANK A. VANDERLIP’S ASSISTANT WRITES ON THE OUTLOOK FOR 
BUSINESS AND FINANCE 


Which Stocks to Sell? 


SECURITIES WHICH WILL BE HURT AND THOSE WHICH WILL BE HELPED 
BY CESSATION OF HOSTILITIES 


By William T. Connors 


Magma Copper at Close Range 


RESULTS OF A VISIT TO THE MINE BY OUR SPECIAL REPRESENTATIVE 
By Thomas Lewis 








That Burlington Equity 


THE HUGE “MELON” RIPENING FOR NORTHERN PACIFIC AND 
GREAT NORTHERN 
By Meredith C. Laffey 


Mercantile Marine’s Status The Market Outlook 

Curiesities of the Bond List Union Carbide’s Expansion 

An Innovation in Balance Sheets Should a Business Man Speculate ? 

What an Investor Oughi to Know Amer. Light & Traction’s Decline 
NOTICE TO READER—When you finish reading this magazine, place a one-cent stamp on 


this notice, hand same to any postal employee, and it will be placed in the hands of our soldiers 
or sailors at the front. NO WRAPPING—NO ADDRESS. A. S. Burleson, Postmaster-Gereral. 


Per Copy 25c. Per Year $5 











THE MAGAZINE OF WALL STREET 











100 Share Lots 


Over a Quarter 


Century Odd Lots 
in the 
Complete facilities for 
7 : 
Municipal Bond dealing in listed stocks 
Business Partial Payments 
Because of many years’ expe- 


; ; or Margin 
rience in buying and selling Mu- 
nicipal Bonds, we are able to offer 


. P Ask for our Odd 
the investor the advantages of a 


Lot Booklet T-28 














special knowledge of these se- 
curities. 
HARTSHORNE 
William [2.(ompton (0. AND 
Municipal Bonds pogo 
Over a Quarter Century in this Business oe mht . 
14 Wall Street, | New York es aoe 
St. Louis Cincinnati Tel. 4590 Rector 
Chicago Pittsburgh 
SeMeagndANOUUbMMAEOUEAAneAaEOeOOuAUAEOOU OU esuauEsEOngOAtE 





Please mention Macaztne or Watt StrEET when writing 











The following advertisement is published as a matter of record 
only, ‘no public offering of the stock being contemplated. 


Glenrock Oil Company 


Incorporated under the Laws of the State of Virginia 


An important addition to the ranks of the Wyoming oil producers has just been made 
by the formation of the Glenrock Oil Company to take over controlling interests in the 
Glenrock Petroleum, Hall Oil, Superior Petroleum, and other producing properties in that 
State. The new corporation is capitalized at $10,000,000, par value $10, and will hold 
leases on 3,488 acres in the Big Muddy district; 5,450 acres in the Pilot Butte district; 
half of 320 acres in the Elk Basin field; 40 acres and a 1.16 interest in 160 acres in the 
Grass Creek field; 1,500 acres in the Lost Soldier field; 1,320 acres in the Dry Creek dome, 
all in Wyoming, and 6,250 acres in Montana. 

There are 21 wells on these properties with combined production capacity of about 
1,800 barrels daily. Five wells are drilling on the Big Muddy acreage, two on the joint 
properties in the Elk Basin field, and contracts have been let for 6 additional wells in the 
Pilot Butte field. Several of the properties are being operated jointly with the Midwest 
Refining and Ohio Oil Companies, who do the development and take the production. 

Letter of the President wili be sent on application. 


R. C. MEGARGEL & Co. 


Members New York Stock Exchange 
27 Pine Street, New York 
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THE OUTLOOK 








Price Fixing for Coal, Steel and Copper—Higher Industrial 
Costs—The Next War Loan—Prospects for Rails 
and Industrials 


OVERNMENT price fixing continues to be the principal influence 
in the stock market and as this is written the prices of only a 
few of the important commodities have been decided. The 
decisions on coal prices do not, in fact, shed much light on the 
outlvok for steel and copper, since it is evident that each indus- 
try must be studied with a view to its own particular problems. 

The question in each case is, “What is the lowest price 
which will give producers and dealers fair profits and will at 
the same time insure a maximum production?” It is evident that this question 
may be answered very differently in different industries. In most lines big pro- 
duction will have to be the principal consideration. 


The Soft Coal Price 


T may indeed prove that the importance of a big output of soft coal has 
not been given sufficient weight in establishing the price. The biggest 
roducers can doubtless make a profit at a price of $2.00 per short ton 
or mine-run coal. That price is about double the average price of 1914 
and about one-half the price which prevailed early in this year, before the 
temporary agreement on a price of $3.00. Hence, while the new price cuts a 
tremendous slash in the profits of producers, it still leaves a reasonable margin 
above expenses on nearly all the coal which is being mined. 

But just at present we do not need nearly all the coal which can be mined— 
we need it all. The famine prices of $4.00 to $7.00 a ton which have been paid 
in some cases could not possibly have occurred if there had not been a genuine 
scarcity. And it is highly probable that some of the smaller producers—who 
have in fact been made producers by the sensational price level—will not find 
themselves able to make a profit at the new prices established by the Govern- 
ment. Possibly the quantity of production cut off in this way may not be suffi- 


cient to have any important effect. 
disclose the possibility of any considerable reduction of the price at 


The Hard Coal Decision 
Lig: coal, not being used to any extent for industrial purposes, had not 
the mouth of the mine. In this case it was the profits of the middlemen 
which suffered most. 















advanced like soft coal, and the Government's investigation did not 


(707) 











THE MAGAZINE OF WALL STREET 





Steel 


T is clear that fixing the price of steel will be a far more complicated 
and difficult problem than establishing a basis for coal. The cost of 
coal at the mine involves only a few elements—chiefly labor, and for 
the most part unskilled labor. But the cost of finished steel is very 

complex and the conditions under which it is manufactured vary widely. 

Included in the cost of making steel are the costs of a number of other 
important commodities on which the Government will fix prices. Coal lies as 
near the base of the structure as anything, and the Government has therefore 
been wise in making a beginning there. As to pig iron, about 85 per cent. of 
it is produced, not for sale but for the direct use. of the company which makes 
it—that is, it is produced as a part of what is sometimes called an “integrated” 
industrial structure. Apparently the Government will have to deal with 
merchant iron on a different basis from that prescribed for the iron produced 
by the U. S. Steel or the Republic Company, for example. 

There is some similarity between the soft coal situation and the steel situa- 
tion. In each case, recent prices have been about four times those of 1914; and 
in 1914 it is probable that few companies were making much profit on either 
steel or soft coal. The average price of eight leading steel products for 1914 
was $30.97 a ton. 

Hence, if it were possible to draw any conclusions from the soft coal de- 
cision, we might expect a price of perhaps $65 a ton for steel, and there are 
persistent rumors in Wall Street—probably arrived at substantially as above— 
that the steel price will be set at or near that point. 

The U. S. Steel Corporation’s average cost of producing steel is probably 
somewhat less than $35 a ton at the present time, before deduction of any excess 
profits tax. But this cost is likely to change at any time. Heretofore the ten- 
dency has been steadily upward. It remains to be seen how great will be the 
effect of the Government’s price fixing policy in reducing steel costs. 


Copper 
mm the price of copper, the Government has still another set of 


problems to solve. The production of copper has recently been con- 
siderably reduced by strikes and some of the experts are predicting a 
serious scarcity before the end of 1917. 

There can be no doubt that any price below 25 cents for copper metal 
would result in some decrease in production, because an cannes part of 
the copper supply now comes from mines having a relatively high cost. 

This situation, which exists in steel also to a smaller degree, has led to the 
discussion of the plan of fixing the price of each big Government order sep- 
arately on the basis of probable cost to the producer plus a fair profit. Yet it 
is to be feared that the adoption of that policy would cause endless confusion, 
especially in regard to the prices to be charged ordinary consumers. 


Effect of Higher Costs 


HE annual report of the American Locomotive Company, recently pub- 
lished, shows very plainly the troubles of the leading industrials with 
the question of rising costs. Although gross earnings increased $22,- 
897,000 over the previous year, expenses, depreciation and taxes (not 

including any allowance for excess profit tax) rose about $26,500,000. The 
result was that earnings for the common stocks were only $21.80 a share against 
$36.08 the previous year. 

This was for the year ended last June and the same tendencies have un- 
questionably continued since then. When the excess profits tax is deducted 
from current earnings, therefore, it is apparent that the present showing must 
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be in a very striking contrast to that of the recently reported 1916 fiscal year. 
This is a far-reaching, though insidious influence. Its importance is prob- 
ably not fully appreciated by the average investor. 


Prices Past Their Maximum f 


HERE are, on the other hand, evidences that commodity prices in general 
would show a reactionary tendency now even without the vigorous 
efforts of the Government to check them. The cost of living of the 
average family has been declining since last spring. Meats have ad- 

vanced, but grain and vegetables have fallen. 

The steel average, which reached a maximum of $119.69 a ton last July, has 
now reacted to $108.29. Pig iron is off a few dollars a ton from its highest. 
Copper, after having sold above 36 cents last February, is now about 27 cents 
a pound. 

. This tendency is not confined to America. The index of English commodity 
prices, after rising steadily month by month for a year, fell from 5,646 in July 
to 5,579 in August. There is a natural limit to the rise of prices, even in war 
times. 


The Next War Loan 


ITTLE is being said just now about the next war loan, which must come 

soon. Secretary McAdoo is reported as desiring a 4 per cent. interest 

ia} rate, with exemption from the normal income tax but not from the 

> supertaxes, but no definite decision as to the rate has been reached. 

There is some doubt whether another loan could be made an enthusiastic suc- 
cess at the 314 per cent. rate, even if exempt from all taxation. 

While investors wear out the topic temporarily, Government borrowing is 
nevertheless the important factor in the present market. Price fixing has the 
greater immediate speculative influence, but the big Government demand for 
capital affects every class of investment security. 


Position of the Rails 


HE further decline in the prices of railway stocks makes them more at- 
tractive than ever to the permanent investor, who is willing to carry 
them through some further recession if it should occur. 

The fall of prices following the soft coal decision was not primarily 
due to that, but to the same influences which have caused persistent weakness 
in the bond market—scarcity of capital for investment in corporation issues 
and the pager of further big Government loans. 


This is shown by the fact that such stocks as Norfolk & Western and Chesa- 
peake & Ohio—companies which haul a great deal of coal but do not sell any— 
declined nearly as much as the stocks of those companies which derive profit 
from coal sales. 

The immediate speculative prospect of the rails is not especially encourag- 
ing. The close Government control over rates does not tend to encourage spe- 
ulation. But from the strictly investment point of view most of the standard 
rails are admittedly attractive. 


Prospect for the Industrials 


HE general trend of industrial stocks seems to be still downward. In 
the midst of uncertainties and confusion perhaps greater than have 
been experienced at any time since the war panic of 1914, there is little 
inducement for leading financial interests to attempt a bull campaign. 

It may be that when the price fixing program has proceeded further, a more 
optimistic view can be taken, but at present, caution is the watchword, not only 
in the stock market but throughout industry. 

—August 27, 1917. 

















MR. GEORGE E. ROBERTS 


Mr. Roberts, Assistant to President Frank A. Vanderlip, of the National City Bank, began 
his career, as did Mr. Vanderlip, in the school of journalism. Mr. Roberts was born in Iowa 
in 1857. His first newspaper venture was as publisher of the Fort Dodge Messenger, which 
later became the Des Moines Register. While publishing that paper he made a profound 
study of currency questions and wrote a reply to an article which appeared in Coin’s Financial 
School, a free silver publication. That article attracted widespread and highly favorable 
comment and it was later used as one of the Republican National Campaign documents in 
the bitterly contested McKinley campaign of 1896. When McKinley became President he 
appointed Mr. Roberts Director of the Mint, which position the latter held for fifteen years. 
In 1914 he came to New York as Assistant to the President of the largest banking institution 
in this country, The National City Bank. His writings and speeches on financial and eco- 
nomic subjects have been voluminous and always receive nation-wide attention. 























Our Business and Financial Future After 


the War 


Pressure of Govt. Financing on Bond Market—Advice to the 
Holder of Gilt-Edged Securities—The Coming Post- 
Bellum Demand for Capital 





By GEORGE E. ROBERTS 
Assistant to the President, National City Bank of New York 





[We consider ourselves as especially fortunate in prevailing upon Mr. Roberts to contribute 


to this number of THE MAGAZINE OF WALL STREET. 


As a speaker and writer of National 


prominence and as the assistant to the president of the largest banking institution in this country, 
Mr. Roberts is beset with demands upon his time, but took the trouble to write the accompany- 
ing article after business hours and at a time when most men are seeking rest or recreation, be- 
cause we had told him that we had counted upon being able to present it to our readers in this 


issue.—Editor.] 





HE price of investment securi- 
ties, like the price of commodi- 
ties, depends at last upon the 
supply of securities on the 
market. The downward course of the 
bond market is due to the outpouring 
of government securities issued to 
finance the war. Holders of American 
securities in England, France, Ger- 
many, Holland and Belgium have been 
selling our securities since the war be- 
gan to enable them to buy their own, 
and now there are great offerings of 
our Own government bonds at home. 
The public is urged to subscribe upon 
patriotic grounds, and, moreover, on 
account of the freedom from taxation 
they are an especially attractive security 
to many people. It is inevitable that 
under these conditions other securities 
should be offered for sale, and that 
prices should decline. 


Pressure of Government Financing 


I do not see how recovery can be ex- 
pected so long as this outpouring of 
government issues continues. The de- 
cline in good railway bonds is not be- 
cause the security is doubtful but be- 
cause government issues are more at- 
tractive. I don’t see anything for the 
holder of railway bonds to do but sit 
tight and draw his regular income from’ 
them, forgetting, if he can, that the 
market is lower and that the income is 
impaired by the higher level of living 
costs. Of course it is true that $1,000 


of income today does not buy nearly so 
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much as it did before the war, but that 
is a temporary condition, at least in 
part. There is bound to be a fall of 
prices after the war. The great efforts 
which are now being made to increase 
production in all lines will bear fruit 
after the war, when the millions in the 
armies return to industry. 


Stimulus to Production 


Look at the stimulus being given to 
the production of sugar, the develop- 
ment of new plantations in Cuba and 
all around the Caribbean, the new beet 
sugar factories in the United States. 
The cost of food will not be long main- 
tained anywhere near present levels 
after the war. I will make an excep- 
tion of beef, for it will take years to 
restore the cattle supply of Europe. 

Manufacturing equipment and meth- 
ods will be on a higher scale of effi- 
ciency and productiveness after the 
war, and the steel-making capacity of 
the world will be very much greater. 
Steel and machinery are the chief fac- 
tors in production now, and the world 
is going to multiply products after the 
war at a rate never known before. In- 
dustry is out of the old ruts. Mass 
production is going to make things 
cheaper for the masses. No, I don’t 
believe commodity prices will stay up 
long after the war. 


Post-Bellum Demand for Capital 


What about capital after the war? 
It will be in great demand. The world’s 
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development has been held up. In 
South America and other countries 
where development has been backward 
there is much work in prospect, open- 
ing up their resources. Russia is thor- 
oughly stirred and will want vast 
sums. China is now an open field, and 
a most attractive one, because the 
population is there. Finally, in the 
countries at war normal construction 
has been held up because all available 
funds were going into the war ex- 
penditures. Here in the United States 
a great amount of construction work 
is sidetracked because of the high 
costs. We need to make immense ex- 
penditures upon the railways. 


Money Will Be High 


It seems to me that capital must re- 
main high for a number of years after 
the war is over, which means that there 
is not much prospect for the bond mar- 
ket to make an early recovery. I think 
the tendency will be upward, however, 
as soon as peace is certain, for it will 

-be worth something to be assured that 
this deluge of government issues is 
over. But these government issues 
will hang over the market. Many hold- 
ers of governments will want to dis- 
pose of them, in order that they may 
employ their capital in business. In 
England and in Germany great sums 
which were employed in trade before 
the war have been diverted to the gov- 
ernment loans. The owners will want 
to resume their old activities. The 
banks in all the warring countries are 
loaded up with government securities, 





and with loans secured by collateral of 
that kind. They will want to clear 
themselves and be free to support trade 
in its customary lines. In short, these 
government securities are undigested 
as yet, and they will have to be ab- 
sorbed and find their final resting place 
before the investment market will re- 
cover a normal tone. 


Capital for Reconstruction 


Meanwhile there will be great pressure 
for capital to rehabilitate the industries 
and to recover the foreign trade which 
has been scattered. I look to see the gov- 
ernments take an active part in promot- 
ing all this. Probably there will be more 
government loans for this purpose, and 
as this country will have the chief gold 
reserves, and an enormous credit balance 
with the rest of the world, this will be 
the chief borrowing market. All the 
world will be knocking at our door for 
money. 


Must Become World Investors 


We must be ready to lend it, and to 
supply it in the products of our indus- 
tries. We can have all the business we 
want if we will become world investors. 
How else can we hope to sell? They 
will have no gold to spare and we don’t 
want them to send quantities of goods 
which compete with our own make. We 
must acquire the faculty of seeing the 
position and needs of other peoples and 
of adjusting our policies accordingly. 
There is room enough in the world for 
everybody, and we will be most prosper- 
ous if we adapt our policies to promote 
the prosperity of others. 
































Peace Investments 


Some of the Securities Which Will Be Helped or Harmed by 
the Approach of Peace 





By WILLIAM T. CONNORS 





EACE is in the air. Just how 
soon it will crystallize and ap- 
pear in the form of a definite 
prospect for the end of the war, 

no one can predict; but it is evident that 

for several nations the degree of exhaus- 
tion which will practically compel peace 
is not very far away. 

The Teutonic countries hope, by con- 
fining themselves for the most part to 
a defensive warfare and the careful con- 
servation of their shrinking resources, 
to hold what they have won until their 
opponents wear themselves out in at- 
tacks which yield only small results. 

The Entente Allies, with whom thie 
United States is now identified, hope 
that their resources will last until the 
German line “cracks,” to use a favorite 
term. 





Effect of Peace 


With America in the war, it is cicar 
that the coming of peace will have an 
entirely different effect from that which 
might have been expected if we had re- 
mained to the end the one great neutral. 


Peace will necessitate a readjustment 
of our industries and it will reduce the 
profits of those companies which have 
been most active in. the war work; but 
it will also take off our backs a heavy 
burden of taxation, permit us to turn 
our energies again to our customary 
affairs, and enable us to use our accumu- 
lations of capital for industrial purposes, 
instead of pouring them into the rat-pit 
of the war. 


Bonds 


On good bonds the effect of peace 
must unquestionably be beneficial. It 
is the heavy war demand on us for cap- 
ital which has caused the steady decline 
in the bond market, which began last 
January and which has carried the aver- 
age of bond prices even lower than the 
lowest point touched in 1914 or 1915. 
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Bond Prices 


With the coming of peace this urgent 
demand for capital will cease. We shall 
still need much capital for industrial and 
transportation purposes, but we can ac- 
cumulate it at our leisure. Hence from 
the time when peace prospects assume 
a definite form it is logical to expect 
that bond prices will cease to fall and 
that the next broad movement in bonds 
will be upward. 

It is with this idea in mind that Table 
1 has been compiled. It includes a se- 
lection of some of the strongest railroad 
and industrial bonds which, nevertheless, 
afford a good, and in some cases liberal, 
yield. In point of maturity, yield and 
nature of the enterprises represented, a 
wide variety of choice is offered, so that 
it is easy to meet individual preferences, 
or to pick out a well diversified list. 

These bonds are of such well known 
excellence that extended comment on 
them is unnecessary. With perhaps an 
excessive conservatism, I have included 
only one foreign bond, the United King- 
dom 5s, due next September. It is 
doubtful whether even the Kaiser ex- 
pects Great Britain to begin to repudiate 
its debt before then. 


Preferred Stocks 


There are numerous preferred stocks 
which are so amply backed by big earn- 
ings that their position is very much like 
that of bonds. Take, for example, Beth- 
lehem Steel preferred, which in 1916 
earned $292 a share with which to take 
care of a dividend of $7; or General Mo- 
tors preferred, which earned $144 to 
cover a dividend requirement of $6. The 
possibility of these dividends being 
passed is so exceedingly slight that the 
stocks are substantially in the position of 
bonds, and should therefore, respond to 
the same general conditions which would 
benefit the bond market. 

Railroad preferred stocks are usually 
inactive, in small supply, and affording a 
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smaller yield on the investment than in- 
dustrial preferred issues. In Table 2, 
therefore, I have selected a number of 
preferred industrials where dividends 
are amply protected by earnings, and 
giving a yield varying from 5.2 per cent 
on General Chemical to 8.4 per cent on 
Mexican Petroleum. 

In most cases the big earnings of 1916 
were, of course, war earnings, but the 
past records or present prospects of all 
these companies are such as apparently 
to assure the continuance of preferred 
dividends in peace or war. 


The Railroads 


As shown by the small graphic here- 
with, the average price of railroad stocks 


MAIN SWINGS OF 20 RAILROAD STOCKS 
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is unquestionably low as compared with 
previous years. It is also low as com- 
pared with earnings. In the 1916 fiscal 
year the roads in Table 3 earned on the 
average about twice their dividend re- 
quirements, while results for the 1917 
fiscal year are likely to be nearly as 
good. 

Again, prices of railroad stocks are 
low as compared with the dividends being 
paid. Yields on the investment at cur- 
rent prices, as shown in the table, vary 
from 5.7 per cent for Pennsylvania to 
7.4 per cent for Union Pacific—reckon- 
ing the latter’s dividend rate at 10 per 
cent. An average yield of about 6% 


per cent. on an investment distributed 
among the principal railroad stocks of 
the country is certainly very high. 
Certain factors may already be seen 
working toward better conditions for the 
railroads. 


The Government’s price fix- 








ing policy will help them, by reducing 
some of their costs. The low, soft coal 
price already fixed will make a consid- 
erable cut in railway expenses. And 
the supervision of the Government’s 
general board of railway management 
has resulted in a considerable gain in 
transportation efficiency, so that a sur- 
prising quantity of gross business is 
being handled without any enlargement 
of facilities. 

The approach of. peace will further 
help the roads, not only by the stoppage 
of the steady drain on investment cap- 
ital for war purposes, but also by reduc- 
ing, through the general fall of prices, 
many items of cost which Government 
price fixing cannot reach. 

Rising costs and fixed rates have 
pinched railroad net earnings; falling 
costs and fixed rates will necessarily 
have the effect of relieving the pinch. 

Hence, while no one could undertake 
to predict when the turn in the railroad 
investment situation will come, it seems 
reasonably clear that prices of these 
stocks should improve when definite 
peace prospects are in sight. 

Table 3 includes roads which have 
shown consistently good earnings in pro- 
portion to their present dividend rates 
during a period of some years. The 
reader will note the omission of New 
York Central and Reading. The latter 
is left out because of its low dividend 
yield on the investment—only 4.5 per 
cent on the price of 89. Its big equities 
give this stock a speculative value con- 
siderably above its present investment 
value. New York Central is omitted be- 
cause its earnings, while very heavy at 
times, have not been consistently main- 
tained. This fact gives the stock a specu- 
lative tinge. 

What Are the “War Stocks”? 


Those stocks which have been most 
benefited by war will naturally decline 
at the approach of peace. It goes with- 
out saying that the situation affecting 
many issues is so complicated that any 
forecasts must be made with great cau- 
tion and must be to a great extent merely 
expressions of personal opinion. 

Steel stocks must, it seems to me, be 
hurt by peace, temporarily at any rate. 
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There will be a good demand for steel 
for reconstruction purposes and for in- 
dustrial projects held up by the war, but 








TABLE 1 
SELECTED BONDS 

Approx. 

Yield 

Atchison gen. 4s—1995.............. 4.55% 
Norfolk & West. Ist cons. 4s—1996.. 4.60 
C. B. & Q. gen. 4s—1958............ 4.60 
U. S. Steel sink. fund 5s—1963...... *4.80 
Balt. & Ohio Ist 4s—1948.......... 4.95 
Repub. Iron & Steel s. f. 5s—1940.. 5.00 


Gen. Electric deb. 5s—1952.......... 5.00 
Gt. Nor. & No. Pac. C. B. & Q. joint 
4s—1921 


eee eee eee eee eee 


Cent. Leather Ist 5s—1925.......... 5.10 
Beth. Steel Ist & ref. 5s—1942...... 5.20 
N. Y. Cent. & H. R. deb. 4s—1934.. 5.25 
Ore. Short Line ref. 4s—1929........ 50 
Amer. Smelt. Ist 5s—1947.......... 5.50 
Gen. Electric 6e—1920.............. 5.55 
Gan, Fa Ge icteibtcadsecesinces 5.70 
St. Paul conv. 444s—1932............ 5.80 
Beth. Baesd So—deiiecsescsccnccccce 6.00 
United Kingdom 5s—1918.......... 7.05 


*Since these bonds will probably be retired 
before maturity, actual yield will be higher. 








this demand will come forward only at 
prices much below those now obtained, 
or likely to be fixed by the Government. 

Leather stocks are in a similar posi- 
tion. The consumption of leather in war 
is far beyond that of peace. It cannot 
be expected that these companies can 
maintain anything like their present earn- 
ings. 

Sugar stocks will be deflated by peace, 
when European beet sugar production 
is resumed, in addition to the tremendous 
expansion throughout the rest of the 
world, which has taken place during the 
war. Not only has sugar production 
risen by leaps and bounds in those re- 
gions especially adapted to it, but many 
companies have been organized to pro- 
duce and refine sugar in remote local- 
ities. The buyers of some of these stocks 
at inflated prices have reason to dread 
the approach of peace. 

Coal stocks are already suffering se- 
verely from price fixing, but it is to be 
remembered that even the very low price 
established for soft coal is considerably 
above the normal peace basis. It is 
difficult to see how the peace demand 


for coal can possibly equal the war de- 
mand. 

The equipment companies are in a 
more doubtful position. They are not 
only sold far ahead on war orders, but the 
end of the war is sure to find the rail- 
roads of the world in great need of new 
equipment—the difficulty will be in get- 
ting the money to pay for it. It is, 
perhaps, reasonable to expect that these 
companies will continue to do a heavy 
business for some time after peace is 
declared, but at a lower range of prices 
for their products. The position of Bald- 
win seems to me more favorable than 
that of the other equipment companies, 
because of its enlarged plant and its im- 
proving record before the war began. 

Woolen and paper stocks are others 
which have reaped benefits from war 
which they can hardly hope to retain in 


peace. 
Some Industrials Helped by Peace 


Without attempting to cover the whole 
field of stocks which may be helped by 
peace. T will mention a few: 

Mexican Petroleum has command of 
an enormous oil production and I be- 
lieve peace will bring a great increase in 




















TABLE 2 


SELECTED INDUSTRIAL PREFERRED 

STOCKS 

1916 Div. Price Yield on 

Earn. Rate About Invest. 
Gen. Chemical .. $81 $6 115 5.2% 
et ae 15 7 118 5.9 
Beth. Steel ..... 292 7 118 5.9 
Amer. Ag. Chem. 20 6 100 6.0 
Cent. Leather.... 46 7 115 6.1 
Amer. Smelting.. 46 7 113 62 
U.S. Ind. Aleohol 81 7 105 6.7 
Rep. Iron & Steel 59 7 104 6.7 
Amer. Loco. .... 43 7 103 68 
Gen. Motors. .... 144 6 88 68 
Willys-Overland.. 64 7 % #$$+.™23 
Studebaker ..... 78 7 96 713 
Mex. Petrol...... 52 8 95 8.4 








the use of fuel oil and gasoline for the 
development of power on both land and 
sea. 

Texas Company and other oil com- 
panies controlling a large production of 
crude oil are, of course, in a similar po- 
sition. 
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Chain Store stocks ought to do well 
when peace comes. Past experience has 
been that even in times of depression the 
earnings of these companies were well 
maintained, because of the semi-bargain 
character of most of their sales. 

Tobacco Products, with its large cig- 
arette output, and with the consumption 
of cigarettes increasing rapidly, ought 
to do relatively well in peace. Business 
dullness does not seem to interfere with 
the use of tobacco in that form. 

General Electric has kept free from 
war orders; and the steady increase in 
the varied applications of electricity 
seems likely to furnish this company a 
well-maintained business. A good deal 
of electrical work has been held back by 
the war. 

Both of the Jnternational Harvester 
companies ought to meet a good demand 
after the war. Europe has been unable 
to buy farming machinery. during the 
war and American farmers have held 
back because of the high prices. 

United Fruit ought to find a better 
market in Europe in peace and its fleet 
will be a very important asset in the 
scarcity of ocean tonnage which is ex- 
pected to prevail for some years. 





TABLE 3 


SELECTED RAILROAD STOCKS 
(Arranged in order of 1916 earnings). 


Div. Cur. Yield on Earned 

Rate Price Invest. in 1916 
Louis. & Nash.. $7 123 5.7% 23.7% 
Canadian Pac.... 10 160 6.2 17.5 


Nor. & Western. 7 119 5.9 17.3 
Union Pacific... *10 136 74 15.6 
Atchison ....... 6 99 6.1 12.3 
Ches. & Ohio... 4 58 6.9 12.2 
Chicago & N. W. 7 108 6.5 114 
Atlan. C’st Line 7 109 64 11.2 
Gt. North. pref.. 7 105 6.7 11.1 
Penn. ($50 par). 3 53 5.7 11.0 
South. Pacific... 6 94 6.4 11.0 
Illinois Cent..... 6 102 5.9 10.8 
North. Pacific... 7 101 69 104 

‘ 5 69 73 74 


Balt. & Ohio... 
*Includes 4% extra quarterly. 








Masxwell Motor, making a good low 
priced car, should be practically proof 
against any peace depression, especially 
in view of the great decline in its stocks 
which has already taken place. 


Copper stocks may reasonably be ex- 
pected to hold their own well on the 
approach of peace, in view of the extent 
to which foreign stocks of the metal are 
depleted and the considerable normal 


AVERAGE OF 20 HIGH GRADE BONDS. 





peace demand for copper which has been 
held back by war requirements. There 
must also be a large reconstruction de- 
mand for copper in Europe after the 
war. And the prices of these stocks are 
now well below the high records of last 
year. 

In regard to Fertilizer stocks, an offi- 
cial of one of the leading companies with 
whom I have consulted gives me the fol- 
lowing summary of the situation: 

The immediate outlook is uncertain until 
the President fixes, or decides not to fix, 
prices on fertilizers, as he is empowered to 
do under the law recently passed. Present 
prices have been adjusted at the request of 
the Government on the basis of a fair profit 
and the largest possible production. If 
lower prices should be set the result would 
be some decrease in production. 

After the war the demand for fertilizers 
will probably not be as keen and pressing 
as it is now, but it is likely to be broader. 
The use of fertilizers is largely a matter of 
educating the farmer. Once its use is begun 
it is rarely discontinued. The war is caus- 
ing a tremendous amount of propaganda 
work for fertilizers, and they are being used 
in much new territory. 

The price of sulphuric acid will be lower 
after the war, but that does not necessarily 
affect the per cent. of profit obtained by the 
companies. About 65 per cent. of the avail- 
able phosphate—the other principal material 
commonly used in fertilizers—is directly or 
indirectly controlled by the big fertilizer com- 
panies. 

It is therefore impossible to say how 
peace earnings will compare with war earn- 
ings until the Government’s price-fixing 
policy is determined, but in a general way 
the investment outlook for the fertilizer 
stocks is good. 
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HORACE BOWKER, SECRETARY AMERICAN AGRICULTURAL 
CHEMICAL COMPANY 


I always read THE MaGa- 
ZINE OF WALL STREET with 
the greatest of interest. Its 
fearless and impartial editorial ye i ia 
policy gives it a value greatly 
above that of the average 
financial publication. 


No. 6 in the series of successful men. who read THE MAGAZINE OF WALL STREET 
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About Financial, Investment and Business Conditions 


Opinions 





“Maximum Prices 


Futile”—H. W. Lanier 


A decree of maximum prices is as 
futile against inexorable facts of hu- 
man nature and trade as Canute bid- 
ding the ocean tide to cease its flood, 
writes Henry W. Lanier in the New 
York Times Magazine. And, in the 
present instance, facing the supreme 
test of our united power, it seems to 
pass futility and become a real men- 
ace to our cause. 


Admitting for the moment that the wisdom 
concentrated at Washington could accomplish 
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—News Press, St. Joseph, Mo. 
A VERY DRY SEASON FOR THE RAILROADS. 





this incredible task, follow the thread through 
the labyrinthine processes of a hundred 
modern industries, and even approximately 
satisfy the general sense with a schedule of 
“just” rates; what would be the result? 

First of all, we have the evidence of the 
German attempt to &x maximum food prices. 
It failed utterly. Even in that well-drilled, 
co-operating country, encircled by foes, the 
submissive Germans, fighting with their backs 
to the wall, nevertheless made the law in- 
effective. It was abandoned. A fiat limiting 
prices will not even produce the primary re- 
sult it aims at. 

Then, as to providing for necessary expan- 
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sions ; consult some harassed railroad manager, 
now desperately striving to cut out a million 
miles of passenger service because, in the face 
of his prophecies, Government rates have 
brought his system to the verge of a break- 
down under the demands of the last year or 
two—with the prospect right ahead of him of 
further unprecedented expansions of war 
freights. 


“Dangers of 
Taxation”—O. H. Kahn 


Commenting on proposals for “War 
Taxation,” Otto H. Kahn, of Kuhn, 
Loeb & Co., says in part: 


“The cost of the war must be laid accord- 
ing to the capacity to bear it. All I am ad- 
vocating in effect is that in the public interest 
not too much be exacted at once, but that by 
dividing the burden over a reasonable num- 
ber of years, capital in no one year and 
especially not during the first year of the war 
will not be so excessively taxed as to produce 
an unscientific and dangerous strain. 

“I believe an income tax greatly increased 
over the rates heretofore prevailing, yet keep- 
ing within the bounds of moderation, would 
produce at least as large a total revenue as an 
exceedingly high one. 

“T realize but too well that the load weigh- 
ing at this time upon wage earners and still 
more perhaps upon men and women with mod- 
erate salaries, is almost too great to be borne 
and certainly much greater than it should be. 

“But I am convinced that relief cannot be 
found in taxation of incomes at rates with- 
out a parallel anywhere, and in unduly burden- 
some imposts upon business activities. I am 
convinced that certain theories being urged 
upon Congress and the people and to which 
the House War Revenue measure is in part 
responsive, while doubtless meant to tend and 
seeming tending to a desirable consummation, 
are in fact bound, in their longer effect, to 
bring about results harmful to the community 
at large, rich and poor alike.” 


Why Business 
Halts 


Shipbuilding throughout the nation 
has failed to reach its full stride large- 
ly because of the neglect of the Gov- 
ernment in establishing a system of 
contract priority, says Leslie’s. 


_ Much of the available steel and wood is go- 
ing into private contracts that might well be 
postponed until after the war. Soon the Gov- 
ernment must designate its needs and direct 
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the various plants to give priority to all Gov- 
ernment requirements. This will involve a 
considerable change in machinery and plant 
equipment and the preparations for the move 
must be made gradually. There must be an 
enlargement of capacity, and this will hardly 
be brought about without a fair price policy. 
So far the Government has devoted its efforts 
to cutting prices to the bone. The result has 
been that production is falling off where it 
should be greatly increased. Prospecting for 
oil is almost at a standstill. Only 40 per cent 
of the copper mines are running full speed. 
Labor is becoming dissatisfied, and there will 
be a further drain by reason of the draft. 
Statesmanship will be required to put the 
Nation on high speed again. 


“Corporations to 
Disgorge”—Sen. Simmons 
Chairman Simmons, explaining to 
the Senate the Finance Committee’s 
purposes in re-drafting the war tax 
bill, declared the changes made will 
greatly increase the tax burden to be 
borne by the big corporations who 
have profited from the war. 


“Certain corporations in this country are 
going to be made to disgorge, in order to pay 
the expenses of this war, a very considerable 
proportion of their income,” said Senator 
Simmons. “The 1916 war profits exceed $3,- 
000,000,000. The House bill proposes to take 
a ridiculously small amount from the swollen 
war profits. It was entirely too lenient to the 
men who have reaped this harvest of gold— 
gold they exacted out of the earnings of those 
who must bear the burdens of this struggle.” 

Senatur Simmons submitted statistics said to 
have been compiled by J. P. Morgan & Co. 
showing that forty-five great corporations 
alone will pay, under the proposed committee 
revision, war profits taxes of $239,977,000, 
against only $77,736,000 proposed under the 
House bill. A table presented made the fol- 
lowing estimates of the principal war profits 
tax payers: 


Estimated Tax under 
excess 


ques 
_ Company profits Senate Bill House Bill 
U. S. Steel Corp.$207,945,000 $76,726,000 $21,685,000 


Beth Steel Corp.. 52,715,000 25,045,000 7,124,000 
Gen. Elec. Co.... .523,000 1,136,000 1,083,000 
Anaconda C.M.C. 39,087,000 14,512,000 5,817,000 
Am. Sm. & R. C.. 11,158,000 2,492,000 1,228; 
DuPont Pow. Co.. 76,581,000 35,922,000 11,240,000 
‘omm. Gh Mceseee 11,741,000 1,699,000 none 
Rig Four R. R... 5,843,000 1,938,000 none 
Baldwin Loco. Co. —_ 1,324,000 203,000 75,283 
Stand. O. of N. Y. 20,425,000 5,065,000 4,024,000 
Corn Prod. Co... 3,798,000 1,036,000 none 
U. S. Rubber Co. 4,537,000 901,000 none 


Steel Trade 
on Price Fixing 
As the trade looks at the matter of 
steel prices for the future, two facts 
stand out prominently—that Presi- 
dent 


Wilson remains committed to 





the “one-price-for-all” doctrine enun- 
ciated in his statement of July 12, and 
that the Administration has been 
given no authority to fix prices for 
the general buyer, observes the Pitts- 
burgh correspondent for the New 
York Evening Post. 

For several weeks, it has been admitted on 
all hands that through the natural operation 
of trade laws, steel prices were bound to come 
down. The top had been reached. On all 
previous occasions when the steel market 
started downward it could not stop until the 
cost level was very nearly approached. What 
the President has in mind, perhaps, is to hasten 
the readjustment in the market and to make 
it, if possible, conform to the schedule of prices 

















—American Industries. 
DOING HIS BIT. 


to be arranged for the Government steel. But 
the President, as well as Secretary Baker, is 
committed to a policy of allowing the steel 
makers “ample profits” to cover provision for 
expansion and new construction. 

The one-price-for-all principle could not pos- 
sibly be carried out if the steel market were 
left to itself. Nearly all business men insist 
that the idea is impracticable, in its general 
terms, and the majority maintain also that 
business would be greatly restricted if the 
Government should actually decree prices, 
which it could do only after Congressional en- 
actment. But the steel trade feels that it is 
not necessary to leave the market to itself. 
Given the permission, the manufacturers could 
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readily reach an understanding, under the 
leadership of the United States Steel Corpora- 
tion, whereby prices would be stabilized as 
they often have been in the past. 
“German Trade 
Colossus”—E. E. Pratt 


The extension of credit to small and 
weak nations is described by Edward 
E. Pratt, late Chief of the Bureau of 
Foreign and Domestic Commerce, as 
one of the most powerful influences 
that the United States may develop 
against Germany and Austria. Mr. 























—N., Y. Tribun é. 


THEY SEEM TO HAVE FORGOTTEN WHAT 
THEY WERE PUT THERE FOR. 





Pratt’s pronouncements were made 
before the National Association of 
Credit Men in convention at Kansas 
City recently. In part he said: 


“We know from the limited amount of news 
that trickles through from the Central Powers 
that very ambitious plans are being made to 
dominate the world’s trade after the war. A 
speaker at an Austrian meeting of invited 
manufacturers is quoted as stating that plans 
have been perfected whereby after the war 
120,000,000 people, the total population of Ger- 
many and Austria-Hungary, will buy their 
supplies from the rest of the world as a unit. 
We know that the various industries of Ger- 
many have been more and more consolidated 








into co-operating groups until virtually all 
German industry has united as one organic 
producing and selling agency backed with the 
full power of the great German banks and the 
organization of the German Government. 

“One of the most important and effective 
steps that the Entente Powers and this coun- 
try can take, not only to meet this trade colos- 
sus but to more effectively promote the com- 
mercial ideas for which we stand and to serve 
the interests of the less developed countries 
with which we trade, is to so organize our 
facilities for extending credit that never in 
the future shall smaller and weaker countries 
be forced to depend upon a power so danger- 
ous to their freedom.” 


Gasoline Scare 
Unnecessary 


The National Automobile Chamber 
of Commerce is distributing a pamph- 
let on the gasoline situation in rela- 
tion to war economy which is in line 
with the attitude of The Evening Mail 
as shown in the recently published in- 
terview on the subject with Richard 
Airey, vice-president of the Royal 
Dutch Company. 


Mr. Airey’s comment was brought out in 
reply to the somewhat alarming statement by 
A. C. Bedford, president of the Standard Oil 
Company, in which he urged economy in the 
use of gasoline by automobilists, even to the 
extent of foregoing all “joy riding.” 

In line with Mr. Airey’s views, the Auto- 
mobile Chamber of Commerce says that “many 
big refiners disagree with the statement” of 
Mr. Bedford. 

“With increased production of crude oil, the 
quantity of gasoline used by airplanes and 
other war equipment is not expected to ma- 
terially change the present situation,” says the 
bulletin. 

On the other hand, the bulletin advises econ- 
omy, and quotes Alfred Reeves, general man- 
ager of the National Automobile Chamber of 
Commerce, as saying that the industry is re- 
sponding to Mr. Bedford’s request for “econ- 
omy and a campaign for the wise use of fuel 
oils.” Mr. Reeves said: 

“Automobilists are keen to help the govern- 
ment and are co-operating to avoid waste of 
fuel. People must use cars, and more than 
40 per cent of our 4,000,000 cars are used 
strictly for business purposes, with a big per- 
centage of the balance of passenger cars used 
in some degree for utility purposes.” 


British Allow 
War Profits 
You cannot take all the profit out 
of war without disaster to the normal 


business structure, writes Lowell Mel- 
lett, United Press Staff Correspondent, 
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from London. This is the view of the 
British Government. But you can 
commandeer that profit for the uses of 
the State, after it has been made. 
This is what the Government is doing. 


The present fiscal year will show a billion 
dollars commandeered, one of the Govern- 
ment’s financial authorities told the United 
Press. The views of this financial authority 
were sought in order that the British plan 
might be outlined to Americans now facing 
the subject of excess profits as one of their 
big war problems. 

In the year ended March 31 the British 
Government claimed and received $700,000,000 
as its share of excess business profits, or 60 
per cent of the total excess. The billion dol- 
lar anticipation is based on the new 80 per 
cent tax now in force. 

“There has been some argument against 
making the tax as high as 80 per cent,” said 
the informant of the United Press, “on the 
ground that it would discourage enterprise 
and thus defeat its own purpose. The ob- 
jection came from theorists, rather than the 
business men themselves, however. Business 
certainly shows no signs of discouragement. 

Earlier in the war the Government took only 
50 per cent of excess profits. The increase to 
the point where only 20 per cent is left to the 
business concern has been gradual. 


“Government Control 
Hurts Business”—Booth 


That the multiplicity of governmen- 
tal regulations and restrictions is be- 
ginning to have an adverse effect upon 
business was pointed out at the recent 
annual meeting of the Bank of Liver- 
pool by the chairman, Charles Booth. 

Mr. Booth said that the general prosperity 
of trade had continued practically throughout 
the last twelve months, but business was stead- 
ily becoming more and more subject to Gov- 
ernment control, and business men were be- 
ginning to feel the effect of the regulations 
and restrictions to which one trade after an- 
other was required to submit. He said that 
he was afraid that until the war was over a 
growing curtailment of business activity must 
be expected. 


“15 Billion 
War Debt”—L. F. Loree 


Fifteen billions of dollars has come 
to be considered as the minimum 


amount that must be raised by the 
United States on account of its first 
twelve months’ participation in the 
world war, says L. F. Loree, president 
of the Delaware & Hudson Railroad. 





“Fifteen billions of dollars, the sum now re- 
garded as the least which the first year of 
their participation in the war will require the 
United States to raise and disburse, is com- 
parable with $21,747,089,225, (£4,349,417,845, ) 
the total of British Government expenditures 
(excluding the cost of the regular establish- 
ment and services) from the beginni of 
the war (England’s participation dates from 
Aug. 4, 1914, and the first war credit of $500,- 
000,000 was voted on Aug. 5, 1914,) to the end 
of June, 1917. That the United States should 
find themselves under the necessity of provid- 
ing funds at the rate of $1,250,000,000 per 
month, as compared with an average for Great 
Britain, for the first thirty-five months of the 
war, of $621,345,406, or less than half (actually 
49.71 per cent.) of that amount, is a conse- 
quence not only of the increasing intensity of 

















—Financial America, 
MORE TAIL THAN KITE. 


the struggle and the increased cost and price 
of munitions, but must, in some part, repre- 
sent that characteristic governmental extrava- 
gance which, if experience alone were the 
guide, would have to be regarded as an insep- 
arable incident of our faulty development of 
our American system.” 


Expert Market 
Opinion 
Moore, Leonard & Lynch—The an- 
nouncement of President Wilson that prices 
would be fixed for materials needed by the 
Government, and that the Allies and pri- 
vate individuals as well would have to be 
supplied at the same figure, quite killed the 
more optimistic feeling that had begun to 
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pervade Wall Street. Indications now are 
to the effect that quite a drastic downward 
revision of prices will be undertaken by the 
Government, and that the period of enor- 
mous profits for the companies engaged 
in the manufacture of war materials is past. 
At present prices a great many of the steel 
and equipment stocks have already dis- 
counted to a considerable degree, a down- 
ward revision of earnings. Certainly, if 
United States Steel could maintain earn- 
ings at the rate of $50 a share for any 
length of time, its present price would be 
ridiculously cheap on the face of it. The 
same can also be said of Republic, Lacka- 
wanna and other steel stocks. However, 
even though these stocks may be intrinsi- 
cally worth what they are selling for, the 
price fixing program is likely to take away 
the speculative interest in the steel and 
other war stocks, and the prospects for ad- 
vancing prices in this class of security have 
been materially lessened. 


J. S. Bache & Co.—Leaving aside every- 
thing, outside of military operations, that 
may help the cause of the Allies—such as 
possibility of internal revolt (which is re- 
mote), exhaustion from continuing food 
shortage, etc.—the pounding away on the 
western front is bound eventually to win 
the war because it will slowly cut away 
Germany’s man supply. The loss to Ger- 
many from casualties is approaching 5,000,- 
000 men. A second 5,000,000 would put her 
out of the race. To cut down the German 
power another 5,000,000 may take another 
three years or longer, but this way of end- 
ing the war is possible and will be pursued 
if no other way, in the meantime, presents 
itself. If we suppose Germany is blind 
enough, as she seems determined to be, to 
ignore these results, she will find _herself 
at the end of the war with 10,000,000 men 
gone and her industrial man power so badly 
crippled that she will be out of the com- 
mercial race if she is not boycotted by all 
the rest of the world. Today Germany’s in- 
dustrial fabric is a wreck. From an agri- 
cultural people, in a generation or more she 
had become a vast, successful commercial 
unit, with two-thirds of her population de- 
voted to manufacturing, transportation and 
shipping and export. To-day she faces com- 
mercial bankruptcy and financial ruin. The 
whole civilized world is turned against her. 


The National Bank of the Republic 
eae uncertainties—as to 
price fixation, excess profits taxes and gov- 
ernment control of industry—continue to exert 
a depressing influence on enterprise. Busi- 
ness men feel unsettled as to the outlook and 
consequently are more cautious as regards 
their future commitments. In fact, the fear 
of price adjustments is causing many mer- 
chants and other buyers of manufactured com- 
modities to reduce their stocks, while the can- 
cellation of orders is becoming increasingly 
prevalent. Except as affected by sporadi¢ la- 


bor troubles, industrial output is striving for 
new records of production, whatever loss be- 
ing suffered in private buying being quickly 
compensated by the expanding government re- 
quirements. 


The National City Bank of New York.— 
General trade has slackened somewhat, as is 
usual in mid-summer, but there is no let up 
of activity in the industries, and no prospect 
of any. Labor difficulties are the most dis- 
quieting feature of the situation. The I. W. 
W. has been successful in temporarily paraly- 
zing the copper-mining industry in Montana 
and Arizona and the lumber industry in the 
Pacific northwest. The labor situation is the 
source of much anxiety because all the indus- 
tries are interdependent, there are no stocks 
of materials, and a shut-down in one industry 
forces curtailment or suspension in others. 
The nation is put to a supreme trial of its 
strength, and its strength is dependent upon 
the loyalty and patriotism of its people in all 
walks of life. Fortunately crop prospects give 
encouragement to the hope that the cost of 
np will be less this coming winter than 
ast. 


Henry Clews & Co.—The financial situa- 
tion is inevitably dominated by the necessities 
of Government financing. The Secretary of 
the Treasury somewhat startled the country 
by the announcement that he would require 
$9,000,000,000 in addition to the $5,000,000,000 
Liberty loan during the fiscal year. Needless 
to say the diversion of such vast sums in so 
short a period from the customary channels 
of business will profoundly affect our entire 
industrial system. Of course, many lines of 
industry will be intensely stimulated, but others 
must face considerable repression through be- 
ing deprived of their usual supplies of capi- 
tal. At present there appears to be no lack 
of money for attractive enterprises; though 
the tide of inflation is running strong, costs 
of doing business are rising, risks are in- 
creasing and much larger allowances are re- 
quired for depreciation. In many instances, 
the heavy profits of the past year have been 
utilized in operating the business, instead of 
being paid out in dividends and then borrow- 
ing for temporary requirements. 


Hayden, Stone & Co.—If the market is 
disappointing to those who had hoped for more 
immediate evidence of inflation, at least it has 
acted well in the face of many discourage 
ments. We feel that its technical position, at 
least, is strong, and with some of the uncer- 
tainties out of the way, it might give—tem- 
porarily—quite a little better accotint of itself. 
With such a demand for capital, we do not 
frankly see how any such movement could go 
very far; on the contrary, the high cost of ca- 
pital seems bound to force the price of high 
grade investments to lower levels. If the most 
that one can expect is fair rallies, if there is 
not the broad speculative opportunity that we 
have had in the past, at least there is a prospect 
of excellent investment opportunities. 





























The Money Market 


Sale of British Bills Here— Bank Deposits and Loans— 
Condition of Savings Banks 





ILE there is practically no 
change in money rates, it is 
probable that the rate for 
time loans will stiffen some- 
what as a result of J. P. Morgan & 
company’s weekly offering of $15,000,- 
000 of 90-day British treasury bills on 
a 5% per cent. basis. At present, rates 
are roughly 3 per cent. for call money, 
4 per cent. for short time loans and 5 
per cent. for six-months’ money and 
commercial paper. 

Morgan’s sale of the British bills is 
interesting because it was against ex- 
actly this operation that the Federal 
Board issued its famous “warning” to 
National banks to keep their funds in 
a liquid condition. At that time, how- 
ever, Morgan & Co. did not set any 
limit to the quantity of British bills to 
be sold to American banks. Now they 
announce that $150,000,000 will be of- 
fered at the rate of $15,000,000 weekly. 
It is not likely that the Board would 
have objected to such an announce- 
ment when the matter came up before. 

At any rate, the situation is greatly 
changed now, with the United States 
practically an ally of Great Britain in 
the war. If Britain did not sell these 
notes it is likely that our Government 
would have to lend the money direct, 
either to England or to some of the 
nations to which England has been 
lending throughout the war. And so 
far as danger of inflation of our banks’ 
loans is concerned, we are now em- 
barked upon a borrowing program of 
our own which makes a mere $150,- 
000,000 seem trifling. 

The placing of this $150,000,000 of 
90-day bills would not affect our money 
rates under normal conditions, and 
with the strong hand of the Federal 
Reserve Board on our money market, 
the effect even now will not be import- 
ant; but what it probably will do is to 
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absorb some of the banks’ needs for 
that particular maturity and thus bring 
the three months’ rate closer to the 
six months’ rate. 

It is notable that the sale of the $2,- 
000,000,000 of Liberty Bonds did not 
permanently affect our bank deposits 
to any important extent. So far as com- 
mercial banks were concerned, the 
Government left the proceeds of the 
loan in the banks until needed and then 
made its payments by the transfer of 
credit, so that in many cases the funds 
were never withdrawn from the bank 
where they were on deposit in the first 
place. 

As to the savings banks, any fears 
that they would suffer from the com- 
petition of the Liberty Loan have 
proved unfounded. There has been 
little or no decrease in their deposits. 
During the year ended July 1 the 
amount due depositors of New York 
State savings banks increased about 
$108,000,000. Deposits during the year 
(not including interest credited) were 
$37,000,000 greater than withdrawals, 
against a corresponding figure of $25,- 
000,000 for the year ended July 1, 1916. 

One of the problems of the day is 
whether bank loans of all sorts 
throughout the country will grow 
faster than deposits as a result of our 
big war bond issue. This has not been 
the case in England, as shown by fig- 
ures presented in a recent issue of the 
London Economist. From June 30, 
1914, to June 30, 1917, the deposits of 
the principal British banks increased 
321,000,000 pounds against an increase 
of 83,000,000 pounds in loans and dis- 
counts. 

During the second quarter of this 
year, New York bank foans rose 
sharply above deposits, but so far dur- 
ing the third quarter the tendency has 
been in the other direction. 


















Shipping Trust—Company’s Overcapitalization — Unreal- 
ized Expectations—Excess Profit Taxes and 
Prospects for Stock 
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HE great war has brought many 
surprises, but none more start- 
ling than the altered conditions 

= wrought in the various indus- 
tries—especially those directly affected by 
the demands of the fighting armies. 

Transportation, particularly ocean trans- 

portation, has undergone the most rev- 

olutionary changes, in method and in 
cost. Two of the most powerful com- 
panies that navigated the Atlantic, the 

Hamburg-American and the North Ger- 

man Lloyd, have been driven entirely 

from the seas. The ones that remain 
have been doing business under condi- 
tions that have been revolutionized by the 
war. Passenger traffic has fallen from 

a place of importance as a source of 

revenue to one of comparative insignifi- 

cance, while freight rates have increased 
many fold. 

Formation of the Trust 


The International Mercantile Marine 
Company was formed in the year 1902, 
taking over the assets of its predecessor, 
the International Navigation Company. 
The purpose of the financiers who 
fathered the International Mercantile 
Marine Company was to form an At- 
lantic shipping combination which would 
compare favorably with some of the 
gigantic trusts which were at this time 
just passing out of the heyday of their 
greatest glory. Like most of the other 
trusts the International Mercantile 
Marine Company was heavily over-capi- 
talized ; but unlike many of the others it 
failed summarily to secure the monopoly 
which it needed to insure its success. 
The reason for this we shall consider. 

Evils of Overcapitalization 

A combination established on an over- 
capitalized basis must in some measure 
offset this initial disadvantage. The best 
way to do this would be by increased 





economies in operation, etc., the slogan 
of so many of the combinations which 
failed completely to live up to it. The 
method which so many did employ, 
namely, restrictive policies of a monop- 
olistic character, was found to be a use- 
less and impossible one on the high seas. 
It was only by indirect methods that 
large interests in English companies 
could be purchased and by permitting all 
of the vessels to retain the British regis- 
try. But when an attempt was made to 
purchase interests in German companies 
the attitude of the German government 
was so unfavorable that the project failed 
completely. 

On the other hand, the two chief Ger- 
man companies entered into an agree- 
ment of their own by which they shared 
their territory on a stipulated basis. At 
the same time they made an arrangement 
with the International Mercantile Marine 
Company which proved distinctly dis- 
advantageous to the latter and from 
which it was glad to withdraw when 
occasion permitted. 


Hopes Unrealized 


Other anticipations were never real- 
ized. Subsidies that were expected from 
the American government were never 
received. It was at this time that the 
craving for a bigger mercantile marine 
was culminating in Congressional debates 
—as so many ambitious projects culmi- 
nate—but the subsidies were not forth- 
coming and a source of expected aid was 
thus lost. 

Beyond these special conditions there 
were certain phases arising out of the 
general economic conditions of the times 
which proved to be decidedly unfavorable 
to the new organization. An era of 
maritime prosperity was at its ebb. Ton- 
nage that had been withdrawn from the 
usual trade routes by the Boer and 
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Spanish-American wars, now returned to 
them, thus unfavorably affecting freight 
rates. Moreover, rate wars sprang up 
with vigor shortly after the organization 
of the combine—a very definite proof that 
one of its purposes, the elimination of 
competition, had failed. 

One of the English companies which 
it was found impossible to absorb, but 
which entered into an agreement with 
the merger, withdrew from this agree- 
ment in 1905 owing to failure on the part 
of the merger to live up to its terms. 


High Fixed Charges 


Under such conditions it was hardly 
to be expected that an over-capitalized 
enterprise would succeed in casting off 
the incubus of high fixed charges. These 
fixed charges averaged 84.2 per cent. of 
the revenues for the eleven-year period 
1903-13, and had the proper allowances 
been made for depreciation this figure 
would have appeared even less favorable. 
It is a general principle of finance that 
a company engaged in hazardous under- 
takings—hazardous in the sense of fluc- 
tuation in revenues—must have a com- 
paratively low operating ratio or else be 
strongly fortified with reserves of one 
kind or another. But the International 
Mercantile Marine Company possessed 
neither of these advantages with which 
to offset its unfavorable operating ratio, 
nor did the anticipated improvement in 
its affairs take place. 

The tendency of the company’s affairs 
previous to the time when the outbreak 
of the European war began to have an 
appreciable influence upon it is shown 
by the prices of its common and pre- 
ferred stock. This is given in condensed 
form in the accompanying. graphic: 


Receivership 


Finally on October 1, 1914, and on 
April 1, 1915, the company defaulted on 
its outstanding $52,744,000 of 4% per 
cent. bonds. Also on February 1 and 
August 1, 1915, it failed to pay the in- 
terest due on its $17,728,000 outstanding 
5 per cent. bonds. The company went 
into the hands of a receiver on April 3, 
1915. It would be tiresome to the reader 
to follow in detail the history of the 
receivership of this company from its 





inception on the above mentioned date to 
its close in October of last year. The 
steps by which the receivership was 
marked were, briefly, as follows: 

A joint reorganization committee an- 
nounced a plan dated August 3, 1915. 
This plan was so arranged as to reduce 
the capitalization by nearly one-half, thus 
cutting down fixed charges by a con- 
siderable figure. It received the approval 
of both of the bondholders’ committees 
and but for the economic revolution 


MARINE STOCK RANGE 
1902 1905 191C 


Wm Preferred. 
ommon, 


brought about by the war it seems likely 
that it would have been accepted by the 
stockholders as well. Greatly increased 
profits always aid stocks more than 
bonds. The stockholders realized that 
the plan was gradually becoming less 
favorable to their interests. The in- 
surgent element organized a committee 
and at once began hostilities. Its experts 
reported extraordinary earnings for the 
first half of the year 1915—earnings far 
in excess of anything hitherto experi- 
enced since the organization of the com- 
pany. 
Conditions Improve 


For a time the bondholders’ committees 
announced their intention of foreclosing 
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the two defaulted issues. But as affairs 
brightened under the encouraging effects 
of war profits the stockholders began a 
vigorous protest against such a pro- 
cedure. During the winter of 1915-16 
the two stockholders’ committees—one 
representing the common, the other the 
preferred stock—were fortifying their 
positions by encouraging the holders to 
deposit their stock. on December, 1915, 
the preferred stock committee announced 
the deposit of 66 per cent of the pre- 
ferred stock, and in January it was an- 
nounced that a majority of the common 
stock had been deposited with the com- 
mon stock committee. 

Finally, after the failure of various 
negotiations between the committees, 
matters came to a crisis in February, 
1916, and foreclosure seemed inevitable. 
Luckily, a better plan was soon forth- 
coming. The capitalization of the com- 
pany was at this time as follows: 

Bonds, two issues, 4% per cent. and 


De OEY a cevivcdccuseneeeds $70, 
DENIED sos incecastecsometees 51,725,720 
rrr errr 49,872,110 


Upon the preferred stock there were 
at this time dividends in arrears amount- 
ing to 78 per cent. of the par of the stock, 
and this has since increased to 88 per 
cent. On July 6, 1916, the two stock- 
holders’ committees reported that they 
had arrived at the principle which should 
govern the reorganization: “The com- 
mittees after careful consideration respec- 
tively determined that the interests of the 
company and of its stockholders of both 
classes demanded that the existing 
bended debt be re-financed at this time 
when favorable financial conditions pre- 
vail, leaving the matter of the payment 
or funding of the accumulated dividends 
upon the preferred stock to the future 
action of the board of directors of the 
Marine Company and to the action of its 
stockholders should action by them be 


required.” 
A New Plan 


On August 1, 1916, a new plan was 
promulgated. It provided for the re- 
tirement of both the old outstanding 
bond issues, and also for the payment, 
at. maturity, of such portions of the old 
issues as might be withdrawn or remain 
undeposited under the agreement. To 


refund the old bonds a new issue of 
$40,000,000 of first mortgage and col- 
lateral trust sinking fund gold bonds was 
provided, bearing 6 per cent interest, re- 
deemable at 110 and interest. An issue 
of notes, with a maximum limit of $10,- 
000,000 was provided to afford whatever 
cash might be required. A reservation 
of $10,000,000 of bonds was also pro- 
vided to meet the cost of future exten- 
sions. The old 5 per cent bondholders 
were to receive, for each bond with a 
par of $1,000, the following: 


In new bonds: 


In cash: 
43 per cent. of par........ $430.00 
Unpaid coupons .......... 1 
Interest, Aug. 1, 1916, to 
SS a 
538.33 


$1,108.33 


The holders of the 4% per cent bonds 
were to receive, for each $1,000 bond: 








In new bonds: 
57 per cent. of principal amount... 
In cash: 
43 per cent. of principal 
amount $4 
Unpaid coupons ........... 


$570.00 


eee eee eee eee 


542.50 
$1,112.50 








By this process of amortization the 
bonded indebtedness was reduced to 
slightly over $40,000,000. This means a 
considerable reduction in fixed charges 
and to that extent improves the com- 
pany’s financial situation. Annual in- 
terest charges are reduced by nearly half 
a million dollars. This plan has become 
operative. Judge Hough, in discharging 
the receiver on October 6, 1916, made 
the following significant statement: “The 
refitting of the few steamers which in 
1915 flew the American flag and belonged 
to the defendant, his pressure for in- 
creased freight tonnage and the use of 
the cash at his command to purchase a 
part of the Pacific Mail fleet have re- 
sulted in profits hitherto unknown in my 
acquaintance with receivership proceed- 
ings.” 

War Profits 

A matter for speculation is what will 

be done, by the board of directors, with 
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the unpaid dividends on the preferred 
stock, amounting to 88 per cent of par 
value. In spite of abnormal earnings, it 
is maintained that the uncertainty of fu- 
ture events does not at present justify 
any attempt to liquidate this accumulated 
obligation. For 1916 the profits, no 
provision being made for depreciation, 
amounted to nearly $26,900,000, or about 
$51 per share on the preferred stock, 
which figure may be compared with the 
$13,581,660 profit of 1915 and the deficit 
incurred in 1914. During the current 
year two quarterly dividends of 3 per 
cent., each have been declared on the pre- 
ferred stock. 

In the face of these large earnings, 
certain unfavorable aspects occur. On 
January 1, 1917, the English excess 
profits tax was increased from 60 to 80 
per cent, and as the British government 
reckons excess profits on a pre-war basis 
of earnings, this will seriously affect the 
company, through the earnings of its 
subsidiaries. Moreover the company is 


likely to have all of its vessels com- 
mandeered by either the English or the 
American government. 

The range, in price, of the company’s 
stock during 1915 and 1916 is shown in 
graphic herewith. 

Currently (August 13) the preferred 
stock is quoted at about 92 and the com- 
mon at 30, prices which it may be as- 
sumed reflect the market’s opinion of 
their values. 

The speculative feature of the stock 
has propably been dimmed by the inter- 
ference of government. Commandeering 
is being undertaken on a scale hitherto 
undreamed of. Price control, not long 
since regarded as an economic heresy, is 
now considered as an essential measure 
of warfare. Under these changed cir- 
cumstances it does not seem likely that 
in the future the International Mercan- 
tile Marine Company will reap ab- 
normally high profits. 

Nevertheless its position has been very 
materially improved. 








CLIPPED FROM THE DAILY MAIL 


To see what your magazine was like I bought a copy and found i so instruc- 
tive on points that I have long wanted explained in detail, as well as so inter- 
esting in other features, that I have decided to become a subscriber. 


* 7 


I have had some very good information from your magazine during the past 
year and will not be without it in the future. 


* # 


- * 


I am convinced that the magazine is well worth one’s money and time in 
reading the same whether one buys a dollar’s worth of stock or not, and I feel 
equally sure that The Magazine of Wall Street is going to help me make money. 


I want to take the opportunity to express my appreciation of your splendid 


magazine. 
it has certainly served me well. 


I have been a reader for the 
I know of no investment that yielded me auch 


ast four years and during that time 


a return. You can count on me as a perpetual subscriber. 


Your magazine is the first magazine that has ever made money for me, and 
I am more than satisfied in being a subscriber. 


Enclosed 


taining and valuable magazine. 
to be without it. 


a * 
ou will find check for renewal of my subscription, to continue 


uninterrupted, as I should not care to lose a single number. 
Anyone interested in its subjects can ill afford 


It is a most enter- 














ON Sa > 


ie SS a2 ti nut 


wD ..- 
Za - 


L Aas 


ahAl ve WATS. & | TIS iv A vi 











That Burlington Equity 


Rich Melon Ripening on the Burlington Vine—Great 
Northern and Northern Pacific’s Interest Therein— 
100% Stock Dividend Not Unlikely 





By MEREDITH C. LAFFEY 





E recent declaration of an ex- 
tra dividend of 10% on the 
stock of the Chicago, Burling- 
ton & Quincy Railroad came 
as rather a startling and altogether a 
refreshing event. We have been going 
through a period when a really severe 
railroad situation has been generally 
regarded with even more pessimism 
than is warranted, I think, and prob- 
ably more than one investor had for- 
gotten that any road was sufficiently 
prosperous to vote its shareholders a 
substantial extra dividend. The action 
of the Burlington directors has effec- 
tively demonstrated, however, that 
there is such a thing in this country as 
a prosperous railroad, although the ex- 
tra dividend directly benefits only a 
very few individuals, all but $3,126,- 
400 of the $110,839,100 stock outstand- 
ing being owned by the Northern Pa- 
cific and the Great Northern Railways. 
The holders of the stock of these two 
Companies are, of course, the really in- 
terested parties in Burlington matters. 


A Successful Railroad 


The Burlington is a particularly fa- 
vored property, and one of the three 
important roads of the country which 
can be regularly relied upon to earn 
15% on its stock. The Lackawanna, 
and the Pittsburgh & Lake Erie are 
practically its only equals in this re- 
spect. An unusual feature is that this 
prosperity is derived solely from rail- 





road operations, and not through 
ownership of coal mines, or other 
property pertaining to business outside 
of the transportation field. 


Burlington Book Value 


Since their joint acquirement of a 
great majority of Burlington stock in 
1901, the Northern Pacific, and the 
Great Northern have been satisfied to 
obtain their benefit from this control 
by way of traffic, rather than by divi- 
dends, for the regular 8% rate has been 
just sufficient to pay the interest on 
their Joint Collateral 4% Bonds, se- 
cured by Burlington Stock at $200 per 
share. The large balances over the 
8% paid, have been plowed back into 
the property at the rate of from $2,- 
237,000 to $7,647,000 annually, steadily 
increasing the stock equity. As of 
Dec. 31, 1916, this equity, as expressed 
by the corporate surplus on the Com- 
pany’s balance sheet was as follows: 


Additions to property since June 


30, 1907, through income...... $40,527,499 
Fund. debt retired through income 15,436,693 
Sinking fund reserves............ 24,079,659 
Appropriated surplus not specifi- 

Se SIDE 6 oxeces cece neces 8,564,857 
EE WE WG ccs cacctcnboscctes 114,481,547 

Total corporate surplus........ $203,090,255 

The Capitalization consists of: 
EP Ses ere $176,117,300 
SEE léicOpnebaadocesileetasnednas 110,839,100 

ER -cwaiavececuverseqeeceveus $286,956,400 
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The corporate surplus is equal to 
over two-thirds of the entire capitali- 
zation and, is equal to $183 per share 
of stock, giving the stock a book value 
of $283. 

While earnings have steadily forged 
ahead, capitalization has been almost 
stationary. A comparison of the 1905 
and 1916 figures (see graphic) will 
show just how greatly the relationship 
between earnings and capitalization 
has changed. The road has made an 
enormous advance in earnings, added 
scores of millions to its property in- 
vestment, and purchased a 000,000 
interest in the Colorado & Southern, 
all with a net increase of only $5,000,- 
000 in capitalization. This is a record 
practically unequalled in this country. 


Increase in Earnings 


From 1909 to 1916, not considering 
the exceptional year 1917, Burlington’s 
gross earnings have grown at the rate of 
45% a year. If we assume that they 
continue to grow at this rate, taking 
$105,000,000 gross as a very conserva- 
tive basis for the 1918 calendar year; 
that the operating ratio remains at 
about 66% (a readjustment of labor 
and material costs will undoubtedly 
follow the war) and that the capital- 
ization continue its present tendency 
to remain stationary, we obtain some 
rather interesting conclusions as to 
what will be earned on the stock in fu- 
ture years. The elements of uncer- 
tainty are, of course, large but the con- 
clusion that the upward trend of earn- 
ings available for dividends, which 
brought the 10.4% of 1907 up to a cur- 
rent rate of nearly 30%, will continue 
is justified by all the known facts. A 
rough estimate by three year periods 
is given in Table I. 

The conservatism of these figures 
may be judged by the statement that 
the 1918 estimate shows 3% less for 
the stock than was earned in the year 
ended June 30th, 1916, and about 8% 
less than was earned in the following 
year. The “other income” item is also 
estimated at a figure lower than that of 
the calendar year 1916, although it 
ought to increase somewhat, for the 
Colorado & Southern is rapidly getting 


into a position, under the Burlington’s 
excellent guidance, where small divi- 
dends can conservatively be paid on 
the common stock. The present 
funded debt of only $19,000 per mile 
will presumably be somewhat further 
reduced by sinking fund operation, and 
there is no reason to anticipate a fur- 
ther issue of bonds, the surplus earn- 
ings being ample to provide for addi- 
tions and betterments. In fact, the 
trend of the Company’s affairs is jus- 
tification for the belief that a 100% 
stock dividend might be paid within a 
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few years, and the dividend rate still 
continued at 8%. 


Working Capital 


The current working position of the 
Company, always strong, is now better 
than ever before, as shown by the fol- 
lowing statement as of Dec. 31, 1916: 


RR ered ig aera $51,696,378 
GREE TEED Scdnceseavateses 11,422,263 
Net working capital............. $40,274,115 
ig cctdieh aaa 36% 


No less than $32,219,918 of the cur- 
rent assets were represented by cash, 
demand and time deposits, and I think 
it is not an incorrect assertion that no 
road of importance in this country with 
the exception of the Burlington has a 
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net working capital equal to over one- 
third of the amout of stock outstand- 
ing. 

The recent extra dividend brings $5,- 
385,634 each into the treasury of the 
Great Northern, and Northern Pacific, 


words, the Company was able to make 
this heavy disbursement and still carry 
over about $12,000,000 to surplus. If 
we capitalize the above average of 
2.7% undistributed Burlington earnings 
at 7%, we obtain about $38 per share 








TABLE I 
A FORECAST OF BURLINGTON’S EARNINGS 


Gross earnings 
Operating expenses 


eee eee eee eee eee eee eee eee 


it i. tc. s ctetensshcienneveeew eben 
DET :0> 5 00s4006es-enbeseeneenatbeenens 
Total income 
Fixed charges 


ST A Ee Ne EP ee 
ee OO Ns cccineoceedainesncopeneuaeah 


POPP eee UO eee eee eee eee eee eee eee 


Poe e eee eee eee eee eee eee ee eee) 











1918 1921 1924 
$105,000,000 $119,175,000 $135,264,000 
69,300,000 78,655,000 89,274,000 
30,700,000 34,845,000 39,500,000 
2,750,000 2,750,000 2,750,000 
33,450,000 37,595,000 42,250,000 
9,100,000 9,100,000 9,100,000 
24,350,000 28,495,000 33,150,000 
25.7% 30% 








a very tidy sum toward the prosecu- 
tion of improvement work and equip- 
ment purchases. The capital stock of 
the Northern Pacific amounts to $248,- 
000,000; the Great Northern’s slightly 
more, so that the special disbursement 
equals about 2.2% on the stock of each. 
For every 1% above the 8% rate paid 
by the Burlington, the two controlling 
companies will have .22% more avail- 
able for their own stockholders. The 
statement in Table II of the amount 
earned by the Burlington in recent 
years, with an accompanying state- 
ment of how much the undistributed 
margin over 8% has meant in each 
year on the stock of the major Hill 


of Great Northern & Northern Pacific, 
as the value to these roads of the Bur- 
lington equity, over and above the obli- 
gations of the Joint Collateral 4% 
Bonds. On this assumption only about 
$65 of Northern Pacific’s price, and 
about $68 of Great Northern’s current 
quotation are left to be accounted for 
by the very substantial earnings of 
these Companies. In short, the Hill 
road’s stocks are selling at prices 
which do not nearly discount the value 
of the Burlington equity, and are 
among the very best purchases on the 
railroad list, just now filled with bar- 
gains. A regular dividend rate of 12% 
would be conservative, and even this 








TABLE II 


GREAT NORTHERN AND NORTHERN PACIFIC’S EQUITY IN BURLINGTON 
Years ended June 30 


1917 est. 


Per Cent. earned on C. B. & Q. stock.. 
Undistributed . accruing to Gt. Nor. 
& Nor. Pac: % on stock of each.... 


29% 
*4.6% 


1916 1915 1914 1913 1912 
253% 156% 154% 173% 12.1% 
3.8% 16% 1.6% 2% 13% 


*Considering as distributed only the 8% regular dividend, as in previous years 








roads is eloquent evidence of the great 
asset which the Great Northern and 
Northern Pacific possess in this sub- 
sidiary. 

A further fact worthy of notice is 
that the 18% paid this year still leaves 
a balance of about 11%. In other 


- would allow occasional further pay- 


ments in oe ears. 
est of Value 
As a test of the approximate market 
value of Burlington stock, let us take 
the earnings of several of the best 
roads over a period of years, determine 
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how many times the present quotation 
equals the average of these earnings, 
and then estimate how much Burling- 
ton should be worth on this basis. See 
Table III. 

By this test, Burlington should be 
worth about 11.7 times its average 
earnings of 17.3%, or $202 per share. 
Of course this value is based on the ex- 
tremely low prices now prevailing for 
railroad stocks, and a valuation for 
normal times would be about one-third 
higher, or $270 per share, which is still 
below the conservative book value in- 
dicated by the balance sheet. One fac- 
tor which should not be overlooked is 
that sinking funds of about $1,900,000 


100 per cent. being not unlikely in order 
to bring the capitalization into closer 
relationship with the company’s assets. 


Another Phase 


Another phase of the situation con- 
cerns the chance that one of the Hill 
roads will become the owner of the Bur- 
lington stock now held by both. In 
this event, Great Northern, the real 
Hill favorite, is regarded as the more 
likely sole owner, but as for the terms 
upon which this change of owenrship 
might be made, and its effect upon both 
properties, it would be rash to attempt 
to state any opinion. In any event, it 
will be an announcement of the great- 

















annually are included in the fixed est interest to the investing public, and 
TABLE Il 
COMPARISON OF MARKET VALUES 
Nor. & North. Great Lacka- Burling- 
Year Penn. Atchison Western Pacific Northern wanna ton 
WS hve karee duc se eee 10.47% 12.30% 17.2% 10.37% 11.06% 38.32% 25.29% 
DGD extsaueedebates 8.49 9.18 8.77 7.59 8.27 25.93 15.59 
WE icnteensdkeeuss 6.82 7.39 8.97 7.92 8.85 28.26 15.44 
WD: swGendecannsnce 8.86 8.62 10.5 8.69 11.69 26.71 17.34 
ee eee 9.36 8.18 10.3 7.93 10.31 33.17 12.73 
REE Co bckskaeee 88% 9.1% 11.1% 8.5% 10.0% 30.5% 17.3% 
Price ($100 par)...105 100 121 103 106 420 agin 
Ratio price to aver- 
age earnings .... 11.9 ll 10.9 122 10.6 13.8 


Combined average of market price to average earnings, 11.7 times. 








charges. These sinking funds operate 
to steadily reduce the debt, but also re- 
duce by about 2% on the stock the 
amount shown as available for divi- 
dends. 

The question of what will be done 
when the $215,227,000 Joint Collateral 
4 per cent. Bonds due July 1, 1921, 
mature, has long been a subject of con- 
jecture. One readily apparent fact is 
that unless we have a marked readjust- 
ment of interest rates in the next four 
years, a refunding of these bonds at a 
4 per cent. interest rate will be impos- 
sible. But if they are refunded on by 
4% per cent. or 5 per cent. bonds, it 
will only be necessary to increase the 
Burlington dividend rate to 9 per cent. 
or 10 per cent. in order to cover interest. 


Stock Dividend Melon? 


A further possibility is the declaration 
of a large stock dividend, as much as 


to investment houses when the action to 
be taken on the maturity of the bonds 
is given out. A conclusion, however, at 
which we can arrive without the slight- 
shadow of a doubt, is that the Great 
Northern and Northern Pacific have a 
very important and ever growing equity 
in the splendid Burlington property— 
not a “hidden equity,” but one which 
is plainly evident to anyone who will 
but examine the extraordinarily satis- 
factory balance sheet and income ac- 
counts of what may appropriately be 
termed “The Lackawanna of the West.” 
The great wisdom of the parent man- 
agements in paying only small dividends 
on the stock of the subsidiary and in 
building up for themselves a big poten- 
tial source of income is apparent. The 
sacrifice of immediate gain has been 
more-than counterbalanced by the de- 
velopment of a splendid and still in- 
creasing asset. 
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What Every Investor Ought to Know 


The Personal Element in the Phantom Aero Co.—How Its 
Officials Directly Affect the Investment 





By JAMES KENNEDY 





[This is the second of a series of articles about a corporation invented for the purpose of 
illustration, designed to present to the business man and investor certain elements about which 
he should be well informed. Almost all authors have discussed this subject in a highly — 


nomic manner. 


of the subject.—Editor.] 


It is the purpose in these articles to be extremely elementary—the very A B 





ERSONALITY enters. into every 
phase of business as well as art 
or pleasure. The Motion Pic- 
ture Company with Charley 

Chaplin or Douglas Fairbanks as a star 
has a much better prospect for profits 
than a company whose actors are un- 
known. ‘But even with these stars to get 
the business, the management may lose 
money by injudicious salary payments 
and wasteful stock jobbing proposi- 
tions. So, in every instance, the re- 
search work for the investor comes to 
the same end. 

Who Is Managing the Company? 

In the previous chapter, the bond is- 
sue of the Phantom Aero Co. was dis- 
cussed. The ultimate reason that the 
bonds of the company were accepted 
by the investment firm and sold by 
them was, not only because the actual 
business as a business was vouched for 
by the investigators employed for the 
purpose, but because the investment 
firm believed in the capabilities and 
business acumen of the management. 
President E. P. Ripley of the Atchison 
Railroad once had the choice of positions 
with the Rock Island Co. or the At- 
chison, Topeka and Santa Fe. He 
chose the latter and the Rock Island 
Co. fell into the hands of managers 
who were more interested in the 
stock market part of the business than 
the railroad. The Atchison is firmly 
established as a good investment, 
while the Rock Island disintegrated 
and went through receiver’s hands. 

The prospective buyer of Phantom 
Aero Co. 5 per cent. bonds should be 
perfectly satisfied with the men who 
are managing the company. The in- 
vestor has one piece of evidence in 
favor of investing. The good firm 
of Lee, Green & Co. would hardly have 


undertaken the underwriting of the is- 
sue unless they were satisfied. This 
is the first reason why the prospective 
investor should consider the purchase 
of Phantom Aero Co. 5 per cent. bonds. 
But he should not rest with the 
bare word or on the action of the In- 
vestment Firm without personal in- 
vestigation. The following analysis 
of a corporation of this nature was 
suggested recently by Prof. Charles 
Gerstenberg, president of the Amer- 
ican Association of Financial Statis- 
ticians : 

“1. What is the integrity of the man- 


agement? 
“2. Does the enterprise possess 
technical skill; are its processes sta- 


bilized, and improved as far as tech- 
nical skill can take them? 

“3. Does the management possess 
business skill, is it shrewd, are its dis- 
tributive functions well organized, is 
it meeting competition successfully? 

“4. Does its management possess 
financial skill; has it committed itself 
in the past to financial obligations that 
would be injurious or prejudicial to 
new capital; has it mortgaged the fu- 
ture as well as the past in such a way 
as to interfere unduly with future ex- 
pansion? 

“5. Is the business reasonably free 
from legal interference?” 

Therefore, without going into the 
intricate duties of the trained statis- 
tician, let us see what the average 
man can learn about the bonds of the 
Phantom Aero Co. and its manage- 
ment, before making his investment. 
It is well to follow the outline of Prof. 
Gerstenberg in summing up the re- 
sults. 

The Management’s Integrity 


The prospective investor would of 
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course investigate the reliability of 
Lee, Green & Co. It would be definitely 
established in his mind that unless the 
Phantom Aero Co. was a good, going, 
well managed concern, its bonds would 
not be recommended by such a well- 
known investment firm. On _ the 
other hand, there might be possibilities 
which would determine Lee, Green & 
Co. to undertake this issue, which 
would not be in accord with the judg- 
ment of the individual investor. 

An examination of the personnel of 


Massachusetts School of Technology 
1900, engineer with experience in many 
mechanical products. Inventor of note 
and employed by the U. S. Government 
in an advisory capacity. Has written 
various articles for technical maga- 
zines and is not well known except to 
those who are in his immediate pro- 
fession. 

Secretary - Treasurer, Thomas 
Brown. Common and high school edu- 
cation. Entered business as a stenog- 
rapher, later becoming private secre- 





The Baldwin Locomotive Works 


Incorporsited under the Lawes of the 


Stace of Penasytvania 

June 7, 1911 

Directors 
Werte L. Avetox Rosemont, Pa. 
Wu.tam Buewmam Philadelphia, Pa, 
Acasa B. Jommson Rosemont, Pa. 
Sasfve, McRoszats New York 
Cuaates D. Norton New York 
Samunt M. VaucLane Rosemont, Pa. 
Raawcrs M. Wetp New York 
Sastust F.-Prror New York 
Wauiys E. Corsy New York 
Syoway E. Hurcmwson Philadelphia, Pa. 
Guv E. Ture | New York. 
Swwey FP. Trier Philadelphia, Pa. 

Officers 
Waits L. Aust Chairman of the Board 
Axsa B. Jounson President 
Samos. M. Vauctam Vice-President 
Wriuam peKaarrt Secretary and Treasurer 
Jouw P. Syvazs General Superintendent 


General Counsel, JOHN G. JOHNSON 








The Baldwin Locomotive Works 
General Offices of the Company 
500 North Broad Street, Philadelphia 
Transfer Agents 
In Pumaperrata: Philadelphia Trust Company, 415 Chestout 
Street. 


In New Yora: Bankers Trust Co., Wall and Nassau Streets. 


Registrars of Stock 
Iw Purapecrmia: The Pennsylvania Co. for Insurance on Lives 
and Granting Annuities, 517 Chestnut Street 
In New Yor: Guaranty Trust Company of. New York, 


140 Broadway. 
Representatives and Agents 
New York, N, Y. FP. W. Watrok 120 Broadway 
Chicago, [IL Casas Rows 627 Railway Exchange 
St. Louis, Mo. C. H. Perenson 1210 Boatmen’s Bank Bidg 
Richmond, Va. Geoncs F. Joss 487 Travelers Building 
| ey aga Wuttams, Disonp & Co. 310 Sansome Street 
A. We. Hevora 722 Spalding Building 
Argentine Republic = Sauvet B. Hace Co. Lem. Buenos Aires 
Brasil Noxtox, Macaw &Co., Lp. Rio de Janeiro 
> ad Wessm, Duvar & Co. . Valparaiso 
Anpensex, Mevea & Co. Shangha: 

City of Mexico Cam Hour Sarre $a Calle Tabasco 156 
Hawallen Indands «= C. Buewer & Co., Lr. Honoluty 
Japan Sace & Faaraa, Lro. Tokio 
Loadoa R. Pc. 3 Victoria Se., 5. W. 
New South Wales R. Towns & Co. Sydacy 

R Neweu & Co. Melbourne 
Westers Australia Leni & Co. Perth 
West Indies Waccics R. Lez Havana 

Grarton Greenoucs, General Sales Manager, Philadelphia 
Plants 


Principal Works at Philadelphia and Eddystqge. Pennsylvania 








A Typical Page from an Annual Report Showing Board of Directors, Officers, Etc. 


the Phantom Aero Co. discloses the 
following officers: 

President, John Smith. A graduate 
of Harvard, class of 1890, studied law 
and later a member of the firm of cor- 
poration lawyers, Eckert & Smith. 
After a successful career became asso- 
ciated with Sword Auto Co. as its sec- 
retary and legal adviser. Was instru- 
mental in reorganizing a number of de- 
funct industrial concerns and is a 
member of many important clubs. 

Vice-President and General Man- 
ager, Abram Spencer. Graduate of the 


tary and confidential man for the great 
N. H. Muran, founder of many promi- 
nent industrial corporations. Is very 
well known among financiers and is 
credited with many friends and busi- 
ness connections in the New York fin- 
ancial district. 

Directors. Three well known bank 
officials, also three men whose names are 
fairly well known in the business 
world and four others who are direc- 
tors in many other corporations. 

A careful reading of the short gen- 
eral biographies of the dictators of the 
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Phantom Aero Co. by the prospective 
investor would establish in his mind 
that “Integrity” is one of the main ele- 
ments. All those who are in charge 
have had business experience in va- 
ried lines of endeavor. Some of them 
may have had failures. So much the 
better for the company. If a leader of 
an industry has experienced one or 
two failures and he is known to be 
honest and is “Integrity Personified,” 
. he will be all the more capable. He 
will know what previous mistakes to 
avoid. 

Processes Stabilized—Technical Skill 


It would most certainly seem to the 
investor that the officers and directors 
would not have been men to offer a 
proposition to the general public un- 
less they were certain that they knew 
how to manufacture aeroplanes and 
motors. However, even men of this 
type may be deceived as well as the 
layman investor. An inquiry regard- 
ing what the other members of the 
same trade think and a look at the 
product itself from the viewpoint of 
what effective service has been done 
would be necessary. 

It is easily discovered by the in- 
vestor that the Phantom Aero Co. has 
had a very hard time to procure just 
the right kind of steel with which to 
construct motors. It is also a public 
fact that much money has been spent 
on experiments and that even now, the 
process of construction may have to 
be changed. On the other hand, 
the planes are in active service in this 
country and the consensus of opinion 
in the general trade is that they are 
the best made in _ this country, 
although they do not reach the effi- 
ciency of the European manufactur- 
ers. The deduction for the investor 
is that the element of chance makes 
the investment not nearly so good as 
it otherwise might be. The other 
viewpoint is, “Someone will succeed 
and it is more likely the Phantom Aero 
Co. than any of the others.” 

The processes, therefore, are not 
really stabilized, but how about the 
technical skill? 

Out of all the officers and directors, 


the vice-president and general man- 
ager Abram Spencer is the only one 
having what might be called a modicum 
of technical skill. At first glance, there 
does not appear to be a real expert in 
aero-manufacture. Further investiga- 
tion, however, would reveal that the con- 
sulting engineers, not mentioned in the 
catalogue of officers, are among the best 
in the world. Men formerly with 
the Wright and Curtiss companies and 
experts from abroad are on the salary 
roll. Without such men, the invest- 
ment would be very risky. With these 
men, the possibilities for profitable 
business are vastly increased. 


Business Skill—Competition 


A resume of the business histories 
of the officers and directors easily 
proves that each of them is qualified in 
the business world. The president has 
not only had a theoretical training but 
a practical training. The secretary- 
treasurer has had a thorough business 
education and the directors are men 
of experience and known ability. 
There seems to be nothing of a serious 
adverse nature in the study of this ele- 
ment and it is therefore a mark in 
favor of the investment. 

The competitive feature is a little 
more interesting and is not so favor- 
able for the investor. In looking 
over comparative records of other 
companies, we find that these other 
companies have been able to manu- 
facture planes at a much less cost. 
Why is this so? Careful investigation 
shows that the purchase of raw ma- 
terial was made by the others at less 
cost per unit. The competitive com- 
panies also have been able to turn out 
more machines so that just now there 
appears to be something wrong. Further 
and closer analysis of the statement 
shows that the working capital is very 
small. It is therefore evident that a 
bond issue would help to solve the prob- 
lem. 

Does the Management Possess Financial 
Skill? 
Looking back at the list of officers 


and directors of the Phantom Co., the 
investor netes that the secretary- 
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treasurer and seven of the directors 
are either practical or theoretical fi- 
nanciers. This feature is quite in favor 
of the company and would be a factor 
conducive to investing in the com- 
pany. It stands to reason that these 
men must necessarily have sufficient 
ability to carry the Phantom Co. 
through serious financial difficulties. 


Committed to Financial Obligations? 


Up until the new bond issue, out- 
lined in the preceding chapter, of this 
series, there has been no definite fi- 
nancial policy pursued by the officers 
and directors. The company, in the 
past, had been run with the capital 
gained by the selling of shares and 
whenever additional working capital 
was needed, it was borrowed from the 
banks on short time direct notes. The 
general financial policy had been 
too cautious rather than too careless. 
An examination of the quarterly re- 
ports to the stockholders also shows 
that a comprehensive system of ac- 
counting exists which has been — 
erly audited. There is nothing in the 
statement which could be hid from the 
average investor and so far as can be 
learned there are no “jokers” to deceive 
the layman. 

The initiative of the directors in ad- 
vising a bond issue to mg more work- 
ing capital is laudable for it should put 
this company on a par with its com4 
petitors. In addition, the method 
of distribution of the bond issue, its 
sinking fund clause, and the assets 
back of the mortgage, all are in its 
favor. So far as this statistical ele- 
ment of investigation is concerned, the 
® investor has everything in his favor. 
There is no past sin hanging over the 
financing and if the business continues 
to prosper, there is no reason on the 
face of recent financial and managing 
ideas to prevent further funding 
schemes which will not interfere with 
the present issue. The company has not 
mortgaged its future. 


-from former concerns 


Free from Legal Interference? 


This is a most important subject for 
the prospective investor to consider. 
It is most frequently overlooked by in- 
vestors and, if nothing is noted in the 
records, the prospective purchaser of 
bonds or stocks should make sure of 
this condition through the investment 
firm bringing out the saleable issues. 
Any manufacturing company whose 
product is based on patents needs a 
thorough examination. 

The Phantom Aero Co. did not have 
original patents but purchased them 
which were 
originally consolidated into this one 
company. The other little companies 
were practically driven out of business 
on account of necessary expenditures 
to defend their patents both on the 
form of plane and the motors. These 
suits were all settled before the time 
of consolidation with the Phantom Co. 
and the investment firm’s lawyers 
reported to the Standard Trust Co., the 
mortgagee, as well as their own firm 
that court records were clear as to the 
non-infringement of the other patents 
in existence. Had the patents of 
this Phantom Co. simply been applied 
for, it is doubtful if any money could 
have been borrowed in the investment 
market. In every case the investor 
must investigate this situation. 

We have now gone over the item 
in connection with the management, 
both from the intimate-personal phase 
to the general-impersonal phase. The 
investor has decided that while there 
is a certain amount of risk, much 
greater than an established railroad 
first mortgage bond, yet the men who 
are managing the business and the 
quality of the investment firm mak- 
ing its financial offerings is of such ex- 
cellence that an investment is worth 
while for the successful business man 
with a surplus, but not one for the widow 
or the man who only has a small sum to 
invest, 














Railroad and Industrial Digest 





Note—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and Mining 


Digest, contain condensations of the latest news regardin 
are not to be considered official unless so stated. Neither 


the companies mentioned. The items 
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nor the authorities for the various items guarantee them, but they are selected with the utmost 
care, and only from sources which we have every reason to believe are accurate and trustworthy. ° 
Market commitments should not be made without further corroboration.—Editor. 





RAILROADS 





B. & O.—Petitioned the Interstate C. C. 
for a reconsideration of the reduced rates 
on milk and cream, placed in effect some 
time previously. Completed plans for the 
creation of new terminals in Cincinnati, 
which it already has acquired valuable 
where it already has acquired valuable prop- 
erty. 


B. & A.—The $1,000,000 Boston & Albany 
25-year 5% bonds, offered by Harris, Forbes 
& Co. have all been sold. 


Can. Nor.—F. M. Muncy, of Beaudette, 
Minn., chairman of the Order of Railway 
Telegraphers, made public the statement 
that the Canadian Northern system had 
granted a general increase of $12.50 a month 
to all station agents and linemen, making 
the minimum salary $85 a month. 


Chic., Mil. & St. P.—Vice-President Good- 
now, in charge of electrification project, 
said regarding the new undertaking through 
the Cascades: “Operations are now actively 
under way, and rapid progress is being 
made, poles are being erected and work of 
bonding rails will soon be started. It will 
not be long before our trains are operating 
by electricity through the Cascades. This 
is the best testimony possible as to the 
satisfactory results already achieved by elec- 
trical operation in the Rocky Mountains, 
Montana.” 


Chic., Rock I. & Pac.—Gross earnings for 
July were estimated at $7,093,959, an increase 
over July, 1916, of $439,979, or 6%. Net 
earnings before deduction of taxes are esti- 
mated at $1,546,143, a decrease from the pre- 
vious year of $411,113, or 21%. Surplus after 
interest, rentals and other charges was 
about $204,800, or less than half that of 
July, 1916. In July the expenditures for up- 
keep were $2,475,261, against $2,097,547 in 
July, 1916, an increase of $377,714, or 18%. 
Transportation expenses, as the result of 
higher wages, fuel and materials, increased 
$413,874, or 18.4%. The Chicago, Rock Is- 
land & Pacific is earning at the rate of 
over $10 per share per annum on the $74,- 
359,000 common stock. 


Cin, H. & Dayton.—Interstate C. C. 
has set Aug. 21 for the conference in 
the case of the Toledo Commerce Club vs. 
Cincinnati, Hamilton & Dayton Ry. Co. 


Cleve. & Pitts —Income account for year 
ended April 30 shows: Gross revenues, $14,- 


673,349; total expenditures, $13,730,178; sur- 
plus $943,170. The N. Y. Stock Exch. ad- 
mitted to the list $53,530 of this company’s 
special guaranteed betterment stock. 


Del. & Hudson.—The decline in price of 
the stock to the lowest price at which it has 
sold in this century in due in a large part 
to a belief that the property is not earning 
its present 9% dividend rate and that a con- 
tinuance of this rate is uncertain. The com- 
pany, including its coal department, in the 
first seven months of 1917 earned $2,021,- 
108, or 4.75% on its capital stock, compared 
with $1,963,337, or-4.62% in the same period 
of 1916. In the entire calendar year 1916 
the company earned its 9% dividend with a 
surplus of $333,102. The railroad depart- 
ment increased its gross revenues in the 
seven months ended July, $1,002,196, or 7.7%, 
but higher operating expenses and taxes 
resulted in a decrease in net operating in- 
come of $1,202,632, or 31.2%. 


Erie —Petitioned the Interstate C. C. 
to reconsider the reduced rates on milk 
and cream, put into effect by the Com- 
mission’s orders some time previously. N. 
Y. Stock Exch. admitted to the list $19,598,- 
600 of this company’s 4% 50-year converti- 
ble bonds, series “D,” due April 1, 1953. 
Balance sheet, as of May 31, 1917, showed 
profit and loss surplus of $31,638,032, and 
total assets and liabilities of $525,276,373. 


Great Northern.—Issued $20,000,000 of 
collateral trust 3-year gold notes, to bear 
interest at 5%, secured by deposit with the 
Bankers’ Trust Co., as trustee, of $25,000,- 
000 of Great Northern Ry. first and refund- 
ing mortgage 444% bonds, due in 1961. The 
new note issue is dated Sept. 1, 1917, and will 
fall due Sept. 1, 1920. The company has 
576,260 tons of coal stored against a possible 
shortage in the 1917-18 winter. This is the 
first time Great Northern has stored coal. 
Movement into storage is still under way. 


Gulf, Mob. & Nor.—President W. F. 
Owen announced that plans were completed 
for the immediate construction at Choctaw 
Point, Ala., of three piers and large ware- 
houses with all modern conveniences for 
handling diversified commerce. The com- 
pany will spend $1,000,000 instead of half 
that amount, as previously announced. 


Illinois Central—The company reported 
estimated gross revenues for July, 1917, as 
$7,161,170, against $5,842,492 last year. 
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Kansas City So.—July gross shows $1,102- 
317, against 7,581 in 1916, and net after 
taxes of $365,550, against $365,402 last year. 


Long Island—Joseph F. Keany, general 
solicitor of the company, has been requested 
by ex-Justice William L. Ransom, counsel 
to the N. Y. First Dist. P. S. Comm., to in- 
form the commission as to what action had 
been taken by the company to comply with 
the law as to the filing of tariffs for pas- 
senger rates and particularly as to its mile- 
age book rates. The commission recently 
refused to permit the company to put into 
effect in N. Y. City a rate of $11.25 for mileage 
books, which latter rate is in effect outside 
of the city. Complaints have been made to 
the commission, however, that the company 
is charging $11.25 for 500-mile books within 
the city. 

Miss., Kan. & Texas.—Balance sheet, as of 
Dec. 31, 1916, shows a profit and loss sur- 

lus of $5,037,172, compared with $4,105,023 
peal 30, 1916, and $6,408,081 June 30, 1915. 


Missouri Pacific—The gross earnings for 
the first month’s operations of the new com- 
pany, in June, were $6,402,000, net after 
taxes $1,868,000, and surplus over all charges 
$1,020,000. It is argued that if this rate of 
earnings can be maintained for 12 months, 
the reorganized company will show about 
10% on the common stock in the current 
year. 

Nash., Chatt. & St. L.—N. Y. Stock Exch. 
admitted to the list $2,000,000 of this com- 
pany’s first consolidated mortgage 5% 
coupon bonds, due April 1, 1928. 


N. Y¥. Central—Has withdrawn the pas- 
senger tariff filed with the N. Y. First Dist. 

i Comm., which showed marked in- 
creases in rates between New York City 
and other points in New York State. The 
withdrawal of the proposed increase has the 
effect of leaving present rates in force. 

N. Y., N. H. & Hart.—A stringent embargo, 
suspending the receipt of practically all 
freight except foodstuffs, coal and coke was 
announced. The embargo does not apply to 
shipments for the U. S. Government or for 
the Red Cross. 


Pennsylvania.—Purchased land to make 
Canton the terminal of its main line divi- 
sions ending at Pittsburgh and Crestline, 
and will erect the largest roundhouse be- 


tween Pittsburgh and Chicago, and con- 
struct yards with about 70 miles of tracks. 
It was also asserted that the Pennsylvania 
company would establish modern machine 
shops in Canton. 


Phila. & Read.—Began the work of build- 
ing a new freight yard which will provide 
storage for 1,500 cars and will cost $900,000. 
A second new operation to cost $300,000 
will be the building of a roundhouse to house 
30 locomotives. 


So. Pacific.—Interstate C. C. granted per- 
mission to this company and the Morgan 
Railroad & Steamship Co. to operate the 
Direct Navigation Co., a Texas corporation. 


St. L.-San Fran.—Six months’ interest 
(3%) on the adjustment 6% bonds, and one 
year’s interest (6%) on the income mort- 
gage bonds, was declared payable Oct. 1. 


St. L. So. West—Earned a surplus of $3,- 
121,553 over all charges in the year ended 
June 30, 1917. This compares with a sur- 
plus of $1,267,455 in the year ended June 30, 
1916, and a deficit of $280,993 in the year 
ended June 30, 1915. Surplus for the year 
was equivalent to 5% on the $19,893,650 
preferred stock and 13% on $16,356,100 com- 
mon stock. Earnings are now being placed 
back into the property and the company is 
building itself into a strong position against 
possible depression. 


Union Pacific—Declared the regular 
quarterly dividend of 2% and an extra divi- 
dend of 4% on the common, same as three 
months previously, and regular semi-annual 
dividend of 2% on the preferred, all pay- 
able Oct. 1 to stock of record Sept. 1. 


Wisconsin Central.—Is still at the work 
of straightening out, shortening and reduc- 
ing grades that began when Soo Line ac- 
quired the property in 1908. At Chippewa 
Falls, Wis., where there is a branch line to 
Eau Claire, in an important traffic territory, 
the old Wisconsin Central had two bridges, 
a few miles apart, over the Chippewa River. 
The Soo is now changing the line, eliminat- 
ing a hard curve and putting up a steel 
bridge that should be ready by fall, that will 
cost $300,000. The two old bridges will be 
abandoned, changes of route between Chip- 
pewa Falls and Irvine and other changes 
over a 20-mile stretch making possible all 
operations over the new bridge. 
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Amer. Brake Shoe & Fdy.—One of the 
biggest munition orders ever placed with a 
single company, and possibly the largest order 
so far by the Government has recently been 
closed with this company. The order is for 
3,000 pieces of 6-inch artillery. The amount 
involved in the contract is not known, but $60,- 


000,000 would probably be a conservative esti- 
mate, while it may run close to $100,000,000. 
Work has already been started on a new plant 
at Erie, where the contract will be filled. Pro- 
duction is scheduled to begin in January, 1918, 
and to continue throughout the year ac- 
cording to the management’s present plans, 























INDUSTRIAL DIGEST 





739 





Amer. Brass.—Paid approximately $2,500,- 
000 for the plant of the Buffalo pd & 
Brass Rolling Mill recently acquired. Over 50 


per cent of the Buffalo stock is owned by the 
Electric Auto-Lite Corp., which is in turn con- 
trolled by John N. Willys, head of the Willys- 
Overland Co. 


Amer. Hide & Leather.—Report, year 
ended June 30, 1917, shows income account as 
follows: Gross output, $24,076,824; manufac- 
turing profit, $3,418,730; net after taxes, $2,- 
441,091; surplus after charges, $1,762,750. 
Balance sheet, as of June 30, 1917, shows a 
profit and loss surplus of $6,711,188, compared 
with $5,889,560 June 30, 1916. This company's 
surplus after charges of $1,762,750 for the ad 
ended June 30, 1917, is equivalent to $13.56 a 
share earned on $13,000,000 pfd. stock, is 
compared with $12.60 a share earned in the 
previous fiscal year. 


Amer. Loco.—Declared the regularly 
quarterly dividends of 134% on the pfd., pay- 
able Oct. 22 to stock of record Sept. 17; and 
of 1%% on the common, payable Oct. 3, to 
stock of record Sept. 17. Books close for the 
annual meeting from Sept. 17 to Oct. 17, ex- 
clusive. 


Amer. Malting—Following the meeting 
of directors Po said that the 14,222 shares 
of preferred stock that were purchased by the 
company during the last year at an average 
price of $43 a share would be retired in the 
near future. The board will recommend this 
retirement and the stockholders will act upon 
it. The company’s fiscal year ends Aug. 31 
and net earnings for the year will total about 
$1,000,000. 


Amer. Sumatra Tob.—In the fiscal year 
ended July 31, 1917, the company earned about 
$1,350,000 after interest charges. After allow- 
ing $70,000 for dividends on the $1,000,000 pfd. 
and $100,000 as a reserve against taxes, there 
would remain $1,180,000 applicable to the 68,- 
000 shares of common stock, or about $17 a 
share. This compares with $127,653 or less 
than $2 a share earned the previous year. 


Amer. Tobacco.—Net earnings for the six 
months ended June 30, 1917, were $6,500,000. 
Gross sales for the first half of the calendar 
year were at the annual rate of $86,000,000, 
an increase of $18,000,000 over the gross for 
1916. This advance is a reflection of the tre- 
mendous prosperity prevailing in all lines of 
the tobacco trade. 


Baldwin.—Has been forced to adjust pro- 
duction schedules as result of placing of order 
for 300 engines by U. S. government, these 
locomotives being given delivery preference. 


Beth. Steel Corp.—Declared that its cost 
of rail production was over $38 for Bessemer, 
and over $40 for open hearth steel, and has re- 
fused to accept its proportion of the 150,000 
tons of rails ordered by the U. S. Government 
for export to France, unless a more equitable 
price is allowed by Washington authorities. 





Burns Bros.—Balance sheet, as of March 
31, 1917, showed unappropriated surplus of 
$1,470,734 and total assets and liabilities of 
$12,433,810. 


Butterick.—Report, six months ended 
June 30, 1917, shows profits amounting to $206,- 
319, an increase of $4,595 over the same period 
of 1916. Balance sheet shows cash on hand 
amounting to $176,398, which is $61,752 less 
than the previous year. Profit and loss surplus 
totals $1,844,242, an increase of $206,319. Bal- 
ance sheet, as of June 30, 1917, shows a profit 
and loss surplus of $1,844,242, compared with 
$1,637,923 Dec. 31, 1916. 


Chandler Motor.—Sales sheets show for 
the month of July 1,720 cars, as compared with 
1,320 cars for July, 1916. The first seven 
months of this year sales were 12,451 cars, as 
compared with 8,235 to July 31, 1916. It is 
estimated that Chandler Motor should earn in 
1917 at least $35 a share upon its $7,000,000 
capital stock. 


Great A. & P. Tea—The Equitable Trust 
Co. will receive subscriptions to $2,000,000, 
Great A. & P. Tea Co., Inc., 5-year 6% con- 
vertible gold notes at par and interest to yield 
6%. The subscription books were opened Aug 
9, and will close Aug. 14, the right being re- 
served to close at an earlier day without no- 
tice. The proceeds from the sale of these notes 
are to be used for development and expansion 
of the company’s business. Net earnings for 
the fiscal year ended Feb. 28 last after charg- 
ing $396,481 for depreciation amounted to $2,- 
661,973. On the basis of operation for the last 
three months of the fiscal year, net earnings 
for the coming year should approximate $3,- 


? 


Hartman Corp.—Although business for 
the first half of the present year showed some 
falling off as compared with the corresponding 
period of 1916, it is now doing a normal busi- 
ness with every prospect of continued gain 
The falling off was due largely to railway 
congestion so prevalent in the territory through 
which the company operates, resulting in the 
cancellation of many orders. For the year 
ended Dec. 31, 1916, the company earned 
15.02% on its $12,000,000 capital stock and paid 
an initial dividend of $1.25 a share in May, 
1917, a like amount being declared Aug. 7, pay- 
able on Sept. 1. 


Inter. Agri —During each of the two fiscal 
years ended June 30, 1916 and 1917, the com- 
pany earned the 7% dividend, with a surplus 
of half as much more. In this interval ‘be- 
tween $2,500,000 and $2,800,000 of undivided 
earnings have been utilized to better working 
capital’s position or to further improve plant 
condition. On the other hand, banking inter- 
ests feel that the resumption of dividends is 
one story and the taking up for any definite 
settlement the matter of the 35% in dividends 
that will have accrued on the preferred up to 
Jan. 1, 1918, is another and quite distinct ques- 
tion. The payment of these accrued dividends 
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is a sort of contingent liability and can easily 
hang fire for several years if necessary. 


Jones Bros. Tea—The Grand Union Tea 
Co. and the Globe Grocery Stores, operated 
by the Jones Bros. Tea Co., Inc., reported 
sales of $977,892 for July, which compares 
with sales of $784,679 for July, 1916. This is 
an increase of $193,213 or 24.6%. Sales of 
$6,543,949 were reported for the seven months 
ended July 31, which compares with $5,421,202 
reported for the corres — in 1916. 
This is an increase of $1,122,747 or 20.7%. 


Kresge (S. S.).—The company reports 
sales for July, 1917, as $2,098,193, against 
$1,886,436 last year. Seven months’ sales 
totaled $15,315,446, against $13,081,847 last 
year. 


Liggett & Myers—The N. Y. Stock 
Exchange admitted to dealings this company’s 
“rights.” 


Maxwell Motors.—In the fiscal year ended 
July 31, 1917, earned approximately $5,800,- 
000 net, which is equal to $33 a share on the 
$12,778,000 common stock after dividends on 
the two classes of pfd. This compares with 
net earnings in the previous fiscal year of $5,- 
426,636, although the latter figure is after the 
deduction of $500,256 for depreciation. Max- 
well’s detailed net earnings for the three 
months ending with June follow: April, $810,- 
516; May, $1,005,671; June, $642,468. It is 
estimated that July net was aproximately the 
same as June, bringing the total for the four 
months since the United States entered the 
war up to $3,101,000, or somewhat more than 
half the year’s total. Maxwell’s production for 
the three months of April, May and June was 
23,808 pleasure cars and 1,264 trucks; for the 
first half of July a total of 3,261. Directors 
decided to pass the quarterly dividend of 14% 
on the 2nd. pfd. stock and the quarterly divi- 
dend of 2%4% on the common stock. The 
regular quarterly dividend of 134% on the Ist 
pfd. was declared, payable Oct. 1 to stock 
of record Sept. 10. 


Pullman.—Gross earnings established a 
new record in the year ended July 31, 1917, 
increasing about 10% over the 1916 total of 
$43,761,465, bringing the year’s revenues up to 
better than $48,000,000. 


Stand. Steel Car.—The French Com- 
mission, with the assistance of the U. S. 
Government, has finally placed contracts 
for 17,000 four wheeled freight cars with 
American builders for railroads in France. 
The distribution has been made among 
five or six builders, including the Stand- 
ard Steel Car Co., the Pressed Steel Car 
Co., the American Car & Foundry Co., 
the Haskell & Barker Car Co. and one 
or two other small builders. Cars will be 12 
metre tons capacity, flat bottoms and low side 
gondolas. Each of the cars will require from 
5 to 7 tons of steel, or a total of 85,000 to 
120,000 tons. The orders for the steel are now 
being distributed among the mills through the 
Iron & Steel Institute. The contract price is 
estimated between $20,000,000 and $25,000,000. 


Superior Steel—The N. Y. Stock Ex- 
change admitted to quotation permanent certi- 
ficates for this company’s Ist pfd. stock. In 
lieu of temporary certificates, permanent certi- 
ficates for common stock were substituted on 
the list in lieu of temporary certificates. 


U. S. Steel—Unfilled tonnage as of July 
31, 1917, was 10,844,164 tons, compared with 
11,383,287 tons on June 30, a decrease of 539,- 
123 tons. On July 31, 1916, unfilled tonnage 
totalled 9,593,592 tons. 


Westinghouse Air Brake—During its 
fiscal year to July 31, 1917, did not equal the 
profits of $9,396,000 attained during the 1916 
year. In that period the company handled a 
shell order calling for 1,250,000 shrapnel. 


Wright-Martin.—In order to make fifty 
Hispano-Suiza motors a day the Wright-Mar- 
tin would have to have Government assistance 
to the extent of between $10,000,000 and $15,- 
000,000. Practically all of this money would 
be required as additional working capital. 








A BOND MARKET IDIOSYNCRASY 
There are buyers who will take a 4% bond selling on a 4.05% basis in 


preference to a 444% bond yielding 4.20%. 


The preference is not based on 


difference of security, for both issues might be New York City corporate stock 


with but a few months separating maturity dates. 


A 4% bond yielding more 


than 4% must naturally sell at less than par, while a 414% security yielding 


less than that must be selling above face value. 


In case of bonds costing more 


than par, price tends to recede as the bond approaches maturity. Trustees of 
estates especially like to sidestep these issues costing more than face value 
because of necessity of amortizing the difference between cost price and ulti- 


mate redemption price. 


When it comes to choosing between some extra cal- 


culations and a lower income yield, experience of bond houses is that the 
trustees generally lean to the latter—The Wall Street Journal Straws. 



































Railroad and Industrial Inquiries 





Wilson & Co., Pfd. 


K. C. G., Chicago, Ill—Wilson & Company 
(Pfd.) is an excellent investment issue. The 
company was incorporated in 1910 as Sulz- 
berger & Sons Company and the name was 
changed to Wilson & Company in July, 1916. 
A large margin of earnings has always been 
shown over dividend requirements on the pre- 
ferred stock, and its position is exceedingly 
strong. 


Republic Iron & Steel 


W. S., Wheeling, W. Va—Republic Iron & 
Steel certainly has made a very brilliant show- 
ing. With earnings now running at the rate 
of approximately $90 a share per annum, it 
would appear on first thought that the stock 
is selling ridiculously low, but the question 
of permanency of these earnings is doubtful 
because of probable heavy excess profits’ tax- 
ation and because of the Government’s policy 
in demanding reduced prices for products it 
buys, as well as for what is purchased by the 
public. As you doubtless know, Republic 
Iron & Steel for several years prior to the 
war showed very poor earnings. As a conse- 
quence of that, the company will suffer through 
the excess profits tax, if that tax is levied on 
the basis outlined in the present Senate Bill. 





Central Leather 


A. K., Montreal, Can—Central Leather is 
undoubtedly in a very strong position. In six 
months to June 30 the company earned a bal- 
ance of $24.40 a share for its common stock, 
as against $11.44 in the corresponding period 
of 1916. The total income for the period was 
$14,042,000, compared with $8,562,000 last 
year, and $4,869,000 in 1915. The surplus after 
common and preferred dividends was $7,903,- 
000. At the end of the last fiscal year th 
surplus account stood at $20,383,000. 


This is a very brilliant showing, and under 
anything like favorable market conditions we 
should say that on the strength of it, Central 
Leather would be an excellent speculative pur- 
chase at its current price. But the outlook 
for the market as a whole is so dubious, and 
there are so many disturbing features in the 
present situation, that we do not think it ad- 
visable to purchase the stock just now, even 
if one is willing to assume the speculative 
risks involved. This company’s profits may 
be affected very seriously by the Government 
excess profits taxation. That is another un- 
certainty. As to the fixing of prices, it may 
not have a direct important effect on the earn- 
ings of the Central Leather Co., but the in- 
direct bearing will be of some importance, in 
that if the vernment policy of price fixing 
rices generally, it is 
commodities or products will 
e influence of it. In 


leads to a deflation in 
unlikely that an 
be free from 
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times prices for everything go up, and in pe- 
riods of deflation the opposite occurs. 





Illinois Central 


C. K., New Brighton, S. I.—Illinois Central 
is a high-grade railroad investment stock and 
we see no reason why ycu should sell out at 
a loss now, although we cannot offer you 
much encouragement for the expectation that 
you will be able to sell at a profit any time 
in the near future. The dividend is secure, 
and when there is a return to normal condi- 
tions in the investment market, this stock 
should be established at a materially higher 
market level. Its recent decline has been due 
very largely to unfavorable market conditions 
and to the unfavorable sentiment toward rail- 
road investment securities in particular. 





J. I. Case 


P. C., New York City.—J. I. Case appears 
to be an excellent speculative investment, for 
it is very largely a peace stock. The com- 
pany is engaged in the manufacture of agri- 
cultural implements and should benefit by the 
expected large demand for such products after 
the war. The company has outstanding $12,- 
150,000 7% preferred stock, $8,300,000 com- 
mon, and $9,000,000 first mortgage gold bonds, 
due $500, each December 1, 1917 and 1918, 
— $1,000,000 each December 1, 1919 and 
1926. 

In the year ending December 31, 1916, the 
company reported gross sales of $13,047,257, 
and net profits available for dividends of $1,- 
647,721. After the payment of 7% dividends 
on the preferred stock, there was carried to 
surplus $797,221. In the previous year the 
gross business was slightly larger, and there 
was carried to surplus $1,081,325, after the 
payment of preferred dividends. As of De- 
cember 31, 1916, the company reported a net 
working capital of $23,098,330, which was the 
highest in its history. Altogether, the com- 
pany is in a very satisfactory financial condi- 
tion at the present time so far as we can learn, 
although of course, it is handicapped as are 
all other companies of the kind by the high 
rices now prevailing for raw materials and 
abor. This condition of affairs may lead to 
a further reduction in net ay this year, 
but it does not seem likely that the preferred 
dividend will be endangered. We recommend 
that you hold the stock. It would not be at 
all advisable for os to exchange it for Union 
Bag & Paper pfd. 


- 





Delaware & Hudson 


K. S., Nazareth, Pa—Delaware & Hudson 
is indeed in a weak investment position and 
we expect the price of this stock eventually to 
sink much below current levels. You would 
be wise to get out of it at the first favorable 
opportunity. An article in the April 28 issue 
of the MaGaziIne or WALL Street gives perti- 
nent facts about this company. 
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A good way to prepare to take advantage of 
bargains which will undoubtedly be available 
in stocks later on, is to invest at this time in 
short term notes. There are many of these 
of the highest grade which can be bought on 
a basis to yield 54% to 6%4% and may be 
held with safety; for example, General Elec- 
tric 6s, Bethlehem Steel 5s, Southern Railway 
5s, Brooklyn Rapid Transit 5s, etc. 


Chesapeake & Ohio 


T. C., New York City—Chesapeake & Ohio 
at its present price has discounted most of the 
unfavorable conditions which now confront 
railroads in general. Nearly all of them have 
suffered, in greater or less degree, from the 
abnormally high prices now prevailing and 
which affect practically every element of op- 
erating cost. With the termination of the war 
and the re-establishment of normal industrial 
and economic conditions, railroads should be 
materially benefited. Chesapeake & Ohio’s 
earnings indicate its ability to maintain the 
present 4% dividend with the possibility of 
future increases. If the estate which you are 
administering is large enough to satisfy the 
immediate needs of beneficiaries without the 
sale of these securities, our advice to you 
would be to hold the stock in anticipation of 
considerable market appreciation after the war. 


Chic., Mil. & St. Paul 


M. W., Auburn, N. Y.—Chicago, Milwaukee 
& St. Paul appears to have about fully dis- 
counted the unfavorable recent developments, 
the chief of which has been the reduction in 
the dividend from a 5% per annum to a 4% 
per annum rate. It is very true that the mar- 
gin over the 4% dividend even is rather slim, 
but St. Paul’s earnings have been declining so 
heavily and the conditions under which the 
road has been operating have been so severe 
that it is certainly reasonable to expect a turn 
for the better sooner or later. There is not 
much encouragement for the hope that the 
stock will be restored to a 5% or higher divi- 
dend basis for some time to come even if earn- 
ings show a sharp improvement, but poten- 
tially the road has large earning power which 
will be developed when the new Puget Sound 
Extension becames established. The St. Paul 
now runs through a territory which is largely 
undeveloped, but which will undoubtedly pro- 
duce a steadily expanding business for the 
road. Therefore, it you can afford to hold 

our stock regardless of possible further mar- 
ket depression due to temporarily unfavorable 


developments, we suggest that you do so, for 
in the long run the stock should “come back.” 


Minn. & St. Louis 

F. C., Cherry Tree, Pa—Minneapolis & St. 
Louis has declined because of the very disap- 
pointing slump in earnings. This decrease has 
been due to various conditions, not the least 
unfavorable of which have been very much 
higher operating costs resulting from advances 
in materials and wages. For the six months 
of this fiscal year, the company has failed to 
earn anything on its capital stock. Figures 
for 1917 to June 30 show gross operating rev- 
enues of $5,140,875, against $5,197,385 in the 
corresponding five months of 1915 and operat- 
ing income of $874,065, against $986,950. The 
capital readjustment of the railroad has had 
the favorable effect of providing for the ma- 
tured notes and liquidating the floating debt, 
as well as furnishing the company with a sub- 
stantial amount of new cash, but the unfavor- 
able operating results of this year and the 
none too optimistic outlook lend little encour- 
agement to the hope that the stock will ad- 
vance substantially in the near future. As a 
long pull, we consider it rather attractive, but 
it may be a very long time before there is a 
recovery in the net earnings of the company 
peer would warrant higher prices for the 
stock. 


Distillers’ Securities 

_ W. D. R., Newport, R. 1—Distillers’ Securi- 
ties undoubtedly has speculative possibilities. 
The chief bullish factor for the stock is the 
fact that the company is working night and 
day to manufacture liquors which, it is an- 
ticipated, can be sold at very great profit on 
account of the passage of the Food Bill. This 
bill, as now drawn up, would prohibit the 
manufacture of ardent spirits for the dura- 
tion of the war, but would not restrict en- 
tirely the sale of such liquors. With a pro- 
hibition put on their further manufacture, 
after a certain date, it is a foregone conclu- 
sion that prices for available supplies would 
advance very sharply. It is with this pros- 
pect in view that Distillers’ stock has been 
recently accumulated by insiders. Whether 
or not the present price of the stock will be 
justified by subsequent developments remains 
to be seen. The stock is undoubtedly in the 
hands of a strong pool, and for the purposes 
of distribution it is not unlikely that they 
will put it higher. But, the outsider is taking 
big chances in buying a stock under such con- 
ditions, especially a stock in the hands of a 
pool of the character that usually operates in 
Distillers’ Securities. It is almost like play- 
ing with stacked cards. If you bought the 
stock you should not fail to protect a com- 
mitment in it with a stop loss order so that 
your risk would be limited. 
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Curiosities of the Bond List 


Issues That Sell on Illogical Bases—Misconceptions of In- 
vestors—Some Foreign Issue Anomalies 





By BENJAMIN GRAHAM 





HE test of the market, like that 
of Barrie’s policeman, is popu- 
larly supposed to be “infalli- 
able.” Economists picture a 

thousand buyers and sellers congregating 
in the market place to match their keen 
wits and finally evolve the correct price 
for each commodity. In the securities 
market particularly, the word of the 
ticker is accepted as law, so that one 
often thinks of prices as determining 
values, instead of vice-versa. 

But accurate as markets generally are, 
they cannot claim infallibility. While 
vagaries are to be found in both the 
stock and bond lists, the latter offers the 
better field for study since direct com- 
parisons are easier, especially where two 
issues of the same company are selling 
out of line. The recent universal read- 
justment of bond prices has produced 
more than the usual number of such dis- 
crepancies, so that there are many op- 
portunities for investors to exchange 
their holdings for issues “just as good,” 
and returning a higher yield. Several 
of these anomalies will be discussed in 
the following paragraphs. 

Let us first consider the case of Loril- 
lard 7s, due 1944, and 5s, due 1951. The 
7s are senior to the 5s in their claim 
on the company’s assets, yet they are 
offered at 118, to yield 5.62 per cent., 
while par is bid for the 5s—a 5 per cent. 
basis. 


An Investment Misconception 


Here then is an issue yielding five- 
eighths per cent more than a directly 
junior security. Moreover the 7s are a 
smaller issue, of nearer maturity. Of 
course the explanation of this discrep- 
ancy lies in the general prejudice against 
bonds selling at a high premium. The 
investor apparently imagines that by pay- 


ing $1,180 for a $1,000 bond, he must 
eventually lose $180. The fallacy of this 
argument is well illustrated by this very 
example. For it would require only $59 
a year to yield a straight 5 per cent on 
the $1,180 investment—the rate of the 
junior issue. But since the 7s pay $70 
per bond, there is a surplus of $11 per 
year, which if simply accumulated with- 
out interest would at the date of maturity 
amount to about $300—fully $120 per 
bond more than the premium paid. If in- 
terest is compounded on these surpluses, 
the gain over the 5 per cent bond would 
be considerably more. 


A Reversed Case 


The reverse side of the prejudice - 
against premium bonds is found in the 
instance of Baltimore & Ohio convert- 
ible 4%s, due 1933, compared with the 
Refunding and General 5s of 1995. Both 
issues are secured by the same mortgage, 
but the 4%s sell at 87%, yielding 5.70 
per cent, while at 9634 the 5s return 
only 5.16 per cent. This is all the more 
peculiar because the 4%s have a con- 
version privilege which may conceivably 
become valuable; their maturity is much 
nearer, making for greater stability in 
market price ; and their amount is limited 
to the bonds now outstanding, while the 
Refunding 5s may be increased almost in- 
definitely—in fact, the 4%s are to be 
retired by an issue of Refunding 5s. 

The cause of this discrepancy is prob- 
ably twofold. In the first place, invest- 
ors seem to prefer a 5 per cent coupon 
to any other. This is absolutely illogical, 
since a 4 per cent coupon on a bond 
bought at 80 is certainly no less attrac- 
tive than 5 per cent on an issue costing 
par. Secondly, the public is wont to dis- 
regard that portion of the yield repre- 
sented by the redemption at par of a bond 
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purchased at a discount. The usual argu- 
ment is that they don’t expect to hold 
the bond to maturity, and therefore can- 
not count on receiving par for it. 

This reasoning is fallacious, because 
it is not necessary to hold an issue until 
the due date in order to recover at least 
part of the discount. Each year as the 
maturity approaches, the market value 
of the bond should grow closer to par— 
unless its yield is increased as the result 
of general or special conditions. In the 
case of long term bonds the annual ad- 
vance is imperceptible, but in short or 
medium maturities it is very evident. So 
with these Baltimore & Ohio 44s, their 
appreciation of 12 points to par will 
be spread over the comparatively short 
space of 13 years, adding a substantial 
amount to their yield. 

The peculiar aspect of this question is 
the fact that the same investor who com- 
pletely ignores the additional yield con- 
tained in a discount price is extremely 
adverse to buying a bond quoted at a 
premium. He is obsessed by the idea that 
the $180 premium on Lorillard 7s will 
have disappeared by 1941, but he pays 
- little attention to the fact that by 1933 
he will recover the $120 discount on Bal- 
timore & Ohio 4%s. 

As it happens the straight yield on this 
latter issue at 87%, considered as a 
stock, is practically equal to that of the 
General 5s, so that their other advantages 
described above render them a far more 
desirable security, even eliminating the 
discount element. 

The Baltimore and Ohio new two-year 
notes, secured by 120 per cent in these 
Refunding 5s and Reading stocks, yield 
5.73 per cent, against 5.17 per cent for 
the longer maturity. Their security is 
at least as good as that of the 1995 
issue, and in the present unsettled bond 
market they can be relied on to display 
greater price stability because of their 
early redemption at par. 


The St. Paul Issues 


Almost the identical situation as in 
the B. and O. issues is presented by Chi- 
cago, Milwaukee and St. Paul convert- 
ible 4%s of 1932, and convertible 5s of 
2014. The 1932 maturity sells at 88% 
to yield 5.65 per cent., as against 97% 











and 5.14 per cent, respectively, for the 
long term issue. Both maturities are 
secured by the same mortgage, and in 
this case they are both convertible into 
common stock at par. The 5s of 2014 
have some advantage in that their con- 
version privilege extends to 1926, four 
years longer than that of the 1932 issue. 
This feature is probably neutralized by 
the nearer redemption and limited 
amount of the latter bonds, so that the 
additional yield of more than one-half 
per cent makes these much more at- 
tractive. 

There are three other St. Paul issues 
secured by the same mortgage as the 
foregoing, but not convertible. The 
44s of 2014 sell at 93% and yield 5.39 
per cent; the 4s, due 1934, yield 5.45 
per cent at their present price of 84, 
while at 89% the 4s of 1925 return fully 
5.65 per cent. 


Other Discrepancies 


Similar discrepancies in bonds of the 
same mortgage are afforded by three 
newly reorganized roads—St. Louis and 
San Francisco, Pere Marquette and 
Missouri Pacific. In the case of the 
Frisco 4s and 5s of 1950, the 4s at 61 
yield 7.05 per cent against only 6.48 per 
cent for the 5s at 80—a difference of .53 
per cent. Even figuring the straight 
yields as stocks, the 4s return 6.57 per 
cent, the 5s only 6.25 per cent. 

This difference is probably caused by 
the much larger amount of 4s outstand- 
ing—a circumstance which explains, but 
does not justify the variance. But there 
are fewer Pere Marquette 4s than 5s of 
1956, yet the 4s at 71 yield 5.92 per 
cent, against 5.76 for the 5s at 88. 

The Missouri Pacific consolidated 5s 
present an even more glaring discrep- 
ancy. This issue is divided into three 
series, due 1923, 1926 and 1965, re- 
spectively. One would naturally expect 
the nearer maturities to sell at a lower 
basis—as is usually the case; e. g. the B. 
and O. 5s of 1918 yield only 5.12 per 
cent against 5.73 per cent for the 1919 
issue. But the Missouri Pacific 5s of 
1923 return 6.15 per cent at 94%, the 
1926 series yields 6.22 per cent at 91%; 
while the 1960 maturity, which is the 
largest of the three series, is 90 hid—no 
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better than a 5.60 per cent basis. 

A simple analysis will indicate the 
absurdity of this situation. In 1923 the 
shortest maturity must be redeemed at 
par, an appreciation of 6 points. If the 
1965 series is still selling on a 5.60 per 
cent basis, it will have gained only one- 
half of a point in the six years. In 
order to equal the advance of the 1923 
issue, it would have to be selling at 96, 
which would be only a 5.25 per cent 
basis. 

Incidentally it may be mentioned that 
the Missouri Pacific third extended 4s of 
1938—which are an underlying mort- 
gage on the main line—are now offered 
at 80 to yield 5.62 per cent. 

It is interesting to observe that the 
General Electric debenture 5s of 1952 
are still selling at 103, yielding 4.82 per 
cent, in spite of the fact that the new 
6 per cent note issue due 1920, ranking 
equally with them, returns fully 5.70 
per cent on its present price of 100%. 
In the public utility field, mention may be 
made of the 5.37 per cent return of 
American Telephone and Telegraph col- 
lateral 4s of 1929 at 88, compared with 
5.12 per cent on the newer 5 per cent 
issue due 1946 at 98%. The 4s have 
the additional advantage of being legal 
- savings banks in some New England 
tates. 


N. Y. Central Con. 4’s 


Another important railroad issue is 
the New York Central consolidation 4 
per cent mortgage, due 1988. These 
bonds are virtually senior to the refund- 
ing 4%s of 2013, by which they are to 
be refunded. They are additionally fa- 
vored by their limited authorized 
amount, and they yield 5.24 per cent 
at 77, against 4.82 per cent for the 4%s 
at 9334. 

In the same way Norfolk and West- 
ern General 6s of 1931, which underly 
the consolidated 4s of 1996 recently sold 
at 112%, a 4.72 per cent basis, against 
a yield of 4.56 per cent for the junior 
issue at 88. 















Finally we shall invade the foreign 
government field and consider the pe- 
culiar case of the Japanese 4% per cent 
issues of 1925. These are outstanding 
in two series, the “seconds” having a 
junior claim on the earnings of the gov- 
ernment tobacco monopoly. Neverthe- 
less, both series have been usually quoted 
at the same price, and on some occa- 
sions recently the second 4%s actually 
were selling above the first series. This 
seems strange, considering that the 
Cuban 5s of 1914, which follow the 
1904 issue in their lien on the customs 
revenues, are now quoted six points 
under the older issue. 


An Interesting Case 


In some respects the most interesting 
discrepancy of all is to be found in the 
Japanese 4%s “German stamped,” 
which sell about seven points below the 
plain bonds. Although these bonds 
were once the property of German sub- 
jects, they are accorded exactly the same 
treatment as any other bonds of that 
issue as far as interest payments are 
concerned, although probably not in- 
cluded in the frequent purchases for the 
sinking fund. The punctual payment 
of both principal and interest is guar- 
anteed on the face of the bond even to 
the citizens of hostile countries—which, 
as a matter of fact, does not apply in 
this case anyway, since the bonds are 
now the bona-fide property of American 
citizens. 

A painstaking scrutiny of the bond list 
would probably disclose other discrep- 
ancies of the same nature as those dis- 
cussed above. This article has limited 
itself to issues of general interest, and 
hopes to find some utility in suggesting 
to investors here and there the possi- 
bility of advantageous exchanges. These 
are times of rapidly shifting values, and 
the security owner should be on the 
alert to acquaint himself with new con- 
ditions affecting his holdings, nor hesi- 
tate to modify them when favorable op- 
portunities are presented. 

















A Bank Balance Sheet Which Talks 


What a New England Bank Has Done Towards Educating 
Its Customers Along Balance Sheet Lines 





By RICHARD HOADLEY TINGLEY 





f T cannot be denied that we are all 
TT creatures of habit in an ex- 
aggerated form. We are loath 
to break away from custom and 
established rules and we do not look 
kindly on innovations of any character. 
This is so as concerns both the large and 
the small affairs of our daily life, at our 
homes, and at our business. 


A New England Bank’s Balance Sheet 


One of the progressive New England 
National Banks has started an innova- 
tion. It has dared to break away from 
established precedent. It has dared to 
publish a halance sheet that departs, 
in the manner and form of its make up, 
quite materially from the conventional 
stereotyped way with which we are so 
familiar. It has dared to make 
public the condition of its business in 
an unprecedented manner. It has 
dared to take the uninitiated into its 
confidence. Table I shows its revo- 
lutionary balance sheet: Its effect on 
the banking public, the business pub- 
lic and on the general public is yet to 
be noted. 

On the other hand, stated in the con- 
ventional terms of banking, the bal- 
ance sheet, arriving at the same result 
but addressed to the initiated only, 
would have read something as shown 
in Table II. 


Conventional Balance Sheets Not -Ad- 
dressed to the Uninitiated 


Custom, usage and precedent have 
established a certain formula for dis- 
playing the figures of a balance sheet. 
To the initiated ; to the man of affairs, 
the recognized form. is_ intelligible 
enough. He knows why certain items 
are carried on the Liabilities side of 
the account and what they mean and 
he knows, too, what Assets are, and 
why they are assets. 

Balance sheets, however, are pre- 
pared by corporations apparently for 


nancial condition to the initiated. They 
do not realize that, to a large number 
of men, and women too, these figures 
have but little significance. There are, 
however, a vast number of such 
men, the Toms, the Dicks and the Har- 
ries, and a vast number of women too, 
that, owing to the wide distribution of 
holdings of securities made possible 
nowadays by the introduction of so 
many good “baby bonds,” are inter- 
ested in corporate affairs. They want 
to know the financial condition of the 
company in which they hold stock or 
bonds, and the conventional financial 
statements sent them, or which appear 
in the daily prints from time to time, 
are anything but instructive to them. 
They are written “over their heads,” 
they pre-suppose the reader is initi- 
ated. 

The above applies to banks as well 
as to other kinds of corporations, and 
there are, perhaps, more of the uniniti- 
ated class to be found in those inter- 
ested in banks, in one way or another, 
than in almost any other class of cor- 
poration. 

The balance sheets of banks, par- 
ticularly those that find their way into 
the public prints, are, of necessity, very 
brief. Space does not usually admit 
of any great amount of analysis being 
entered into. The large depositor and 
the large stockholders understand this 
perfectly, and they know too, how to 
get at the true conditions of their bank 
from these statements. To the rank 
and file of a bank’s depositors, and 
customers, however, these statements 
mean little; because they are worded 
in a language he does not under- 
stand. They are worded in the lang- 
uage of accountancy, and this language 
was not taught at the school they at- 
tended. 

The Balance Sheet Analyzed 


How many of the Toms, the Dicks 


the sole purpose of showing their fi- and the Harries, and the women too, 
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know why “Loans and Discounts” be- 
long in the “Resources,” or assets side 
of the statement? The initiated 
knows that it is because it represents 
money loaned by the bank to its cus- 
tomers; that its customers therefore 
owe the amount of money, so repre- 
sented, to the bank and that, for this 
reason, the entry should be on the as- 
sets; the Resources side of the state- 
ment. The initiated knows too, that 
every national bank is obliged to own, 








rest, have been bought and paid for 
by the bank: That this one of the con- 
ditions Uncle Sam imposes when he 
allows a group of men to associate 
themselves into a National Bank Cor- 
poration: That these bonds are in pos- 
session of the bank and, therefore, 
must be carried as part of its Re- 
sources. He knows this must be so, 
otherwise the bank examiner would 
interfere. The initiated understands 
that “Deposits” must be carried as 























Table I—A Balance Sheet Which Talks 
Statement of Condition of the John Doe National Bank at the Close of Business May 1, 1917 
LIABILITIES 









Our depositors have with us, and we therefore owe them ........ $9,646,770.73 
We have in circulation National Bank notes to the amount of.. 608,247.50 
We have “accepted” drafts of our customers which we must pay 
ny I so as dace ent daeessnngeseatesesn 392,548.80 
er Ne ne. iF ass ceeeeeeneenhsackscenbaeeeadeliian $10,647,567.03 
RESOURCES 
To pay these depositors, to redeem these bank notes, and to pay 
these “acceptances” when due, we have: 
Ge i LS odes car cnaabbneostnes atesedeilecenes sence $1,135,912.16 
There is due us from other banks where we have deposits........ 1,821,858.16 
We have in our vaults, municipal, State, railroad, utilities and other 
bonds which are worth at the market today.................+- 2,187,608.00 
Our banking house property, the buildings, real estate, etc., are worth 690,000.00 
We own United States Government bonds to redeem the National 
ne cee eho ea Renneke 705,850.00 
We have loaned our customers on various kinds of collateral, and 
have discounted their paper, and they therefore owe us...... 5,798,008.57 
Our other miscellaneous property is worth.............0...se+ee: 392,548.80 
We have, therefore, a total property with which to pay the $10,647,- 
es Se I, I DR kin n 005 05chccneseunscacesencecsesesseés $12,731,785.69 
PROFITS AND SURPLUS 
This leaves us, outside of our capital stock which is ..............eseeeeeeeeess 1,000,000.00 
II ON oinnennsc4sbe5ncee ib senbeiee convecssoesetqanee 484,218.66 
BE Ee a ii tA ended eewakeseantuken oneesaveneomusshes 600,000.00 
SE I oie FW eae hn ths 5 06h ic cc cn cecnccnchonececdeenenenceuatess $1,084,218.66 






































and to keep in its vaults, a certain 
amount of the bonds of the United 
States Government, and that these 
bonds form the basis upon which the 
National Bank Notes issued by this 
bank are protected. He knows, there- 
fore, that the item of “National Bank 
Notes Outstanding” should be on the 
Liabilities side; because they are out, 
and in the hands of the public, and 
must be redeemed, sometime. He 
knows, too, that the Government 
bonds upon which these bank notes 








part of the bank’s Liabilities because 
it represents money entrusted to its 
care; money that is owed to these de- 
positors and must be paid. 

The initiated knows that by “Ac- 
ceptances” is meant that the bank has 
“accepted” the drafts of its customers 
to the amount stated in this item, and 
that it has thus become obligated to 
pay these drafts when they mature. 
Therefore, they must be carried on 
the books as Liabilities. 

The other items, particularly those 
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appearing on the Resources side of 
the sheet, are more clear. The item 
“Due from Other Banks” merely 
means that, at the close of business on 
the particular day mentioned in the 
Statement, there was a certain amount 
of money due it in the adjustment of 
its checks, and that, in addition, it had 
on deposit at that particular time, a 
certain amount of money in other 
banks, all represented in this item, 
clearly an asset to the bank, and part 
of its Resources. 








Table Il—The Conventional Bank 
Balance Sheet 
Condensed Statement of the Condition of the 








John Doe Bank at the Close of Business 

May 1, 1917 

RESOURCES 
Loans and discounts............ $5,798,008.57 
ree 705,850.00 
SE , BOR o oc scccccvccecs 2,187,608.00 
PE ED oes ceccoccecscce 690,000.00 
SEE MUNEEIR. ce cincscccesenes 1,821,858.16 
DE dulbhoeswiethiebagience oe 1,135,912.16 
ME EES Skt ccevabivcessccee 392,548.80 
$12,731,785.69 

LIABILITIES 
IE ie udendaweses saad $1,000,000.00 
evans ch kateehanetins 000.00 
Undivided profits ............. 484,218.66 
National bank notes outstanding. 608,247.50 
EE ine ssasdiadanaeeese 9,646,770.73 
SE: aniedadébuntenened eee 392,548.80 
$12,731,785.69 
Such items as “Cash,” “Other 


Bonds,” “Banking House Property,” 
and “Other Assets” are clearly seen 
to belong to the Resources side of the 
Statement. 

Capital Stock is usually carried as a 
Liability. It is supposed to represent 
an amount of money subscribed by in- 
dividuals, as partners, in the business 
of conducting the bank. The money 
for the subscriptions of stock having 
been paid in (in theory at least), so 
long as it remains in, and forms the 
capital upon which the business of the 
bank is based, it is considered as an 


obligation; as something the bank 
owes to the holders thereof; therefore 
a Liability. 

“Surplus” and “Undivided Profits” 


The last items to be considered are 
those of the “Surplus,” and the “Un- 
divided Profits.” These are, from one 
point of view, assets of the bank. It 
is the size of these items, largely, that 
gives stability to the bank; that de- 
termines, in a large measure, the suc- 
cess or non-success of its business, and 
that gives a market value to its stock. 
It is necessary, however, to carry 
these items on the Liabilities side of 
the account because they represent 
obligations of the bank to its stock- 
holders. The surplus, in whole or in 
part, must remain. It is the amount 
of this surplus that creates confidence 
in the bank in the minds of the public 
to whom they cater. The “Undivided 
Profits” must be divided some day, and 
distributed among the stockholders ; 
therefore carried as a Liability or else, 
should the “surplus” fall below a figure 
considered reasonable in order to sus- 
tain confidence, transferred into this 
account, in whole or in part, tempor- 
arily or permanently, as the future 
business of the bank might require. 


The Two Forms of Balance Sheet 
Contrasted 


Compare the make up of the balance 
sheet of this New England bank with 
the conventional type. The former is 
intelligible to anyone; to the uniniti- 
ated as well as to the wise and con- 
tains all the essential elements of in- 
formation, while the latter is a prac- 
tically closed book to one that is un- 
versed in corporate accountancy. 

It remains to be seen whether the 
bank that has had the effrontery to 
publish a financial statement so out of 
line with the conventional will be 
frowned upon by the fraternity of 
bankers and business men, or whether 
the example it has set of addressing 
itself to the people; many, instead 
of the few, will be followed by others. 
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Bond Inquiries 





Russian Bonds 


J. L. C., Denver, Colo.—Although the Rus- 
sian Government Bonds are selling on an at- 
tractive price basis at this time, we do not 
recommend them, owing to the uncertain politi- 
cal outlook in Russia. Russia’s internal affairs 
are in a chaotic condition and there is no fore- 
casting what the upshot of things will be. 

The various Russian issues and the date of 
their maturity are as follows: 

Imperial Russian Government $50,000,000 
credit, dated June 18, 1916, to be retired at the 
end of three years, unless sooner retired. Both 
the principal and interest on these bonds will 
be payable in dollars in New York City. 

Imperial Government of Russia Internal 
Loan 5%4% bonds, amount outstanding $2,000,- 
000,000 Rubles. These bonds are due Febru- 
ary 14, 1926 or ten years after date of issuance. 
Principal and interest is payable in Petrograd 
and is free of the Russian Income Tax. 

Imperial Government of Russia Internal 
Loans 5%4% bonds, amount of issuance open. 
Each of these bonds is provided with twenty 
coupons which are redeemable during the next 
ten years and the bonds during thirty rs 
after date fixed for their redemption. These 
bonds are accepted at such prices as will be 
fixed semi annually by the minister of finance 
on guarantees of government contracts and 
deliveries, on the first payment of excise and 
as a guarantee for custom’s duties. Principal 
and interest is payable at Petrograd and is free 
of the Russian Income Tax. 

Imperial Russian Government External 
Loans 5 year 5%4% bonds, due Dec. 1, 1921, 
$25,000,000 outstanding. These are exempt 
from all present or future Russian taxes. 
Principal and interest is payable in New York 
in gold coin of the United States. 





Huntington Valley 5s 


C. S., Washington, D. C—Huntington Val- 
ley Light & Power Ist 5s is a sound bond. We 
do not think you would be justified in selling 
it now for the purpose of re-investing in 
stocks, since the trend of the market for that 
class of securities is uncertain. 





Northern States Power 5s_ 


K. T., Pittsfield, Mass.——Northern States 
Power 5s are listed on the New York Stock 
Exchange and are currently quoted around 
93%. This is a good public utility bond and 
we do not hesitate to recommend it for in- 
vestment, provided you are buying it to hold 
for a term of years. If the war continues, it 
is likely that bond prices generally will seek 
somewhat lower levels by way of readjust- 
ment to the progressively higher interest rates 
on Government loans. However, Northern 
States Power 5s are selling at what may be 
regarded as a bargain price, and it is only a 
question of time before they will be estab- 
lished at a higher market level. Ip the mean- 


(749) 





These 
bonds can be bought in $500 denominations. 
We hardly suggest your considering a pur- 
chase of Cuban 5s when so much better Gov- 
ernment bonds may be bought now. For in- 
stance, there are the Dominion of Canada 5s, 
due 1931, which are now selling at 96%, to 


time your income is perfectly safe. 


yield over 5%. These bonds may be pur- 
chased in denominations as low as $100. They 
are the obligations of the Government of Can- 
ada, and there is no reasonable doubt about 
the entire safety of the principal and interest. 
The bonds enjoy an active market on the 
New York Stock Exchange and are always 
readily marketable. This is a consideration. 


Southern California Gas’ 6s 


T. B. T., Ansonia, Conn.—The offerings of 
Southern California Gas Co. Ist Mtge. 6% 
Bonds at 100 appears quite attractive. How- 
ever, the wisdom of buying a long term bond 
on a 6% basis now, when the very highest 
class short term notes can be had on that basis 
of return, is doubtful. The character of the lat- 
ter securities guarantees the holder against any 
material depreciation in market value be- 
tween now and the time of maturity, because 
the date of maturity is such a short ways off. 
It is especially desirable in view of the out- 
look for lower prices for bonds and stocks 
at this time to have one’s money placed so 
that it may be easily converted into cash for 
the purpose of taking advantage of oppor- 
tunities to pick up bargains. 

Among the short term issues yielding ap- 
proximately 6% which we can recommend 
as sound securities are: Bethlehem Steel Cor- 
poration 5s, due February, 1919, quoted around 
98%; Brooklyn Rapid Transit 5s, due July, 
1918, quoted around 9814; Erie R. R. 5%s, due 
April, 1919, quoted around 98; Southern Rail- 
way 5s, due March, 1919, quoted around 98%. 
General Electric 6s due 1920; 102 to yield 
about 5.25%. 








Wilson & Co. 6s 

T. B., New York.—Wilson & Co. 6s are 
backed by strong equities and are entitled to 
a high rating. The interest charges on these 
bonds are earned by a wide margin. We con- 
sider them an attractive investment at this 
price, for they are selling on the bargain coun- 
ter regardless of the prospect that they will be 
quoted at a somewhat lower price if the war 
is prolonged, and the continued issue of Gov- 
ernment loans exercises a depressing influ- 
ence upon the investment bond markets. 





Va. Ry’s 5s 

B. C., New Orleans.—Virginia 5s are good 
standard bonds. They are not entitled to rank 
with the first grade issues, but when they be- 
come more seasoned, they should move into a 
higher rank. The equities back of them are 
good and the margin of safety over the in- 
terest charges is ample. We regard them as 
an attractive business man’s investment. 
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American Light & Traction 


Recent Important Developments—The Dividend Outlook— 
Causes for Stock’s Decline—Its Book Value 








MERICAN Light & Traction 
common stock recently de- 
clined abruptly from around 
315 to 285, the first time in 
several years the stock has sold below 
$300 a share. This large decline natur- 
ally caused much speculation among the 
stockholders regarding the factors which 
may have produced it and also consider- 
able uneasiness, especially in regard to 
the permanency of the dividend policy 
of the company which since 1909 has 
regularly paid 244% quarterly in cash 
and 2%% quarterly in common stock 
upon its junior issue. 


Dividend Prospects 


Since touching its low point the stock 
has been slowly recovering in price and 
its friends insist that it will soon again 
go well above the 300 mark and that 
there is no possibility of any reduction 
in either the cash or stock dividends. It 
may be said now that the reports in cir- 
culation that the decline was caused by 
liquidation of collateral held in western 
banks owing to the calling of loans, are 
entirely without foundation and Ameri- 
can Light & Traction common stock still 
remains the premier banking collateral 
among the unlisted issues of public utility 
stocks. 

American Light & Traction was incor- 
porated in May, 1901, under the laws of 
New Jersey, as a holding corporation to 
take over stocks of various gas, electric 
light and power and traction properties 
previously owned by Emerson McMillin 
& Co. and associates. The companies 
now controlled, through the ownership 
of substantially all their outstanding 
stocks, are the Binghamton (N. Y.) Gas 
Works, $450,000 capital stock ; Consoli- 
dated Gas Co. of New Jersey, $1,000,000 
capital stock; Detroit City Gas Co., $9,- 
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500,000 capital stock; Grand Rapids Gas 
Light Co., $2,400,000 capital stock; Ma- 
dison (Wis.) Gas & Electric Co., $400,- 
000 capital stock; Muskegon ( Mich.) 
Traction & Light Co., $663,000 capital 
stock; St. Croix Power Co. of Somer- 
set, Wis., $2,500 capital stock; St. 
Joseph (Mo.) Gas Co., $1,000,000 capi- 
tal stock; St. Paul (Minn.) Gas Light 
Co., $4,350,000 capital stock; San An- 
tonio (Tex.) Gas & Electric Co., $2,200,- 
000 capital stock; San Antonio Traction 
Co., $2,500,000 capital stock, and Mil- 
waukee Gas Light Co., $5,000,000 capi- 
tal stock. 


Sources of Income 


Of the gross revenues of subsidiary 
companies of American Light & Trac- 
tion Co., 74.8% comes from artificial gas, 
2.4% from natural gas, 6.9% from elec- 
tric traction properties, 149% from 
steam generated electric current and 
0.8% from hydro-electric generated cur- 
rent. There has been no substantial 
change in the relative proportion of rev- 
enues from these sources over the last 
few years. In studying the subsidiaries 
of American Light & Traction the rela- 
tively low capitalization of these compa- 
nies, compared with similar utility com- 
panies, is quite striking. Although the 
fourth largest distributer of manufac- 
tured gas in the United States, Detroit 
City Gas has a stock capitalization of 
but $9,500,000 which is exceeded by a 
number of gas companies of not nearly 
as great earning power. The significance 
of this will be seen later when attention 
is given ‘the balance sheet of American 
Light & Traction. 

As has been the case with substantially 
all other public utility operating compa- 
nies in the country in the last six months, 
the trouble with the subsidiaries of 
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American Light & Traction has not been 
lack of business. Gross revenues of all 
but one subsidiary are running at by far 
the highest rates in their histories. For 
the six months ended June 30, 1917, gas 
sales of subsidiaries showed a gain of 
12.78% over the first six months of 1916, 
while gas income increased 13.84%, 
showing a tendency toward higher 
rates; electric sales increased 15.08% 
while electric income gained 9.66% 
showing a lower average rate per kilo- 
watt hour for electric current, caused by 
the largely increased demand for current 





of $183,057 in net over the final six 
months of 1915, so that for the 12 
months ended June 30, 1917, net earnings 
showed a decrease of $293,449. Factors 
which caused this decrease are indicated 
by the fact that coal, oil and coke cost 
the subsidiaries $350,846 more in the first 
half of 1917, labor cost increased $146,- 
408, local taxes of the subsidiaries in- 
creased $77,928, federal taxes of the sub- 
sidiaries increased $162,600 and federal 
taxes of the holding company increased 
$124,000, making the total increase in 
cost of operation for the first six months 
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for industrial power purposes; the num- 
ber of passengers carried on the electric 
traction lines increased 21.65% and the 
street railway income increased 21.50%. 


An Abnormal Period 


Normally on such a showing of gains 
in gross revenues there would be a cor- 
responding increase in net revenues, but 
the first six months of 1917 were far 
from being normal in thé operation of 
public service corporations and, despite 
the large gains in gross revenues, net 
earnings decreased $476,506. In the last 
six months of 1916 there was an increase 





Hi Ha i | 


of 1917 over the first six months of 1916, 
$861,528, of which $364,528 was in- 
creased taxes. 

As a result of this largely increased 
operating cost in the subsidiary proper- 
ties_earnings for the 12 months ended 
June 30, 1917, on their stocks, owned by 
American Light & Traction Co., were 
$280,543 less than in the preceding 12 
months. Miscellaneous income of Amer- 
ican Light & Traction, consisting of in- 
terest on funds in bank, dividends and 
interest on temporary investments and 
from other sources, increased $131,960, 
leaving the net decrease in income of 
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American Light & Traction for the 12 
months $148,582. Largely owing to the 
increase of $124,000 in federal taxes of 
the holding company its expenses in- 
creased $144,866, so that net income of 
American Light & Traction, available 
for dividends on the preferred and com- 
mon stocks, was $293,449 less than for 
the 12 months ended June 30, 1916. The 
net income for the 12 months was at the 
rate of 36.32% on the preferred stock 
and 22% on the common stock, com- 
pared with 38.38% on the preferred 
stock and 24.08% on the common stock 
in the preceding 12 months. 
Earnings 

American Light & Traction has a con- 
sistent record of gains in earnings year 
by year with the exception of 1914, which 
failed to come up to 1913 by approxim- 
ately $37,000. It is now evident that, 





est balance after dividends in the last 
seven years with the exception of 1914. 
In bookkeeping practice of the American 
Light & Traction Co., dividends paid in 
stock are declared out of profit and loss 
surplus and not out of current earnings 
but in the above table both cash and 
stock dividends at par have been charged 
against the income for each year, thus 
showing the actual balance after all divi- 
dends, both cash and stock. American 
Light & Traction Co., has always main- 
tained a strong cash position and is 
unique among holding companies in that 
it has done no new financing in the last 
ten years. 
Financing 

The last financing done was an issue 

of collateral trust notes made in 1907 


convertible at par into the common stock. 
There probably was never so profitable 








AMER. LIGHT & TRACTION’S DIVIDENDS AND SURPLUS 


Preferred Dividends Common Dividends 

Year PerCent Paid Cash PerCent PaidCash Paid Stock Surplus 

res 26.08% $854,172 27.63% $997,560 $997,560 $863,567 
ere 28.31% 854,172 27.79% 1,101,588 1,101,588 973,096 
Mics cadutevetes 29.07% 854,172 26.05% 1,215,732 1,215,732 853,566 
Ree 30.51% 854,172 25.09% 1,341,182 1,341,182 906,589 
ES 30.03% 854,172 22.32% 1,478,880 1,478,880 463,155 
Dhintsécadences 35.27% 854,172 24.62% 1,632,645 1,632,645 902,302 
RP 39.67% 854,172 25.66% 1,801,798 1,861,798 1,190,260 








even if the last half of 1917 gives much 
better results than the first half, 1917 
income will not be up to that of 1916, 
thus giving but two years in a corpor- 
ate history of 17 years in which a gain 
in revenues over the preceding year was 
not reported. However, after the de- 
crease of $37,000 in 1914 the company 
came back in 1915 with an increase of 
— over 1914 and of $803,179 over 
1913. 

The disposition of the net income in 
dividends and to profit and loss surplus 
for these years, with the percentage 
earned on each class of stock annually 
was as shown in the table herewith. 

For the 12 months ended June 30, 
1917, after paying $854,172 in preferred 
dividends, $1,892,477 in cash and the 
same amount in stock at par, on the com- 
mon stock there was left for the 12 
months a surplus of $532,394, the small- 





a note issue for the purchasers put out 
in Wall Street. Long before the matur- 
ity of the notes the stock was selling 
around $300 a share and all the notes 
had been converted. 

It may be urged, of course, that its 
payment of a part of the dividends on its 
common stock, in stock, is a form of 
financing as this is in effect selling the 
stock to the stockholders at par and 
using the money so received for cor- 
porate puroses of the company. Of 
direct public financing it has done 
none since 1907, although its subsidiary 
companies have issued and sold their 
bonds for improvements to their proper- 
ties. 

As of June 30, 1917, American Light 
& Traction’s balance sheet showed cash of 
$1,799,155, with temporary investments, 
convertible into cash, of $1,522,010. The 
company had $4,895,361 of bills receiv- 
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able and $123,660 of accounts receivable. 
It had no bills payable, its only current 
liabilities being $61,201 accounts payable, 
$88,983 expenses and taxes accrued and 
$632,832 cash dividends accrued. 


The Question of Book Value 


_ Calculating a book value for the com- 
mon stock from the balance sheet is im- 
practicable for the investment account of 
$34,296,416 in the balance sheet for June 
30, 1917, is meaningless. This account 
represents the value at which the stocks 
of subsidiaries owned are carried on the 
books and the prices at which these stocks 
are now carried are those at which they 
were originally purchased in 1901. Since 
that time the properties have been recon- 
structed, millions of dollars have been 
added to the capital investment and 
their earning power has increased tre- 
mendously but no change has been made 
in the value at which they are carried 
on the books of the holding company. 
There are substantially $30,000,000 par 
value of these stocks owned by American 
Light & Traction and almost all of them 
pay larger dividends. It is probable that, 
capitalized on a 6% earning basis, these 
stocks would show a value more than 
four times exceeding that at which they 
are carried in the balance sheet of the 
holding company. Men who know well 
the properties of American Light & Trac- 
tion Co., put varying estimates of the 
actual book value of its common stock, 
ranging from $525 to $625 a share. 


Surplus Equal to $60 per Share 


American Light & Traction, although 
it has always paid large returns to its 
stockholders, had on June 30, 1917, a sur- 
plus of $11,907,183 or substantially $60 
a share on its common stock. In addi- 
tion in the balance sheet will be noticed 
an item “contingent account.” At one 
time the American Light & Traction Co. 
owned the Jacques Cartier Electric Co. 
of Quebec, having bought it at a low 
figure. It was offered a price for the 
property which gave a profit of ‘$1,000,- 
000, and the Canadian plant was sold. 
Instead of adding this $1,000,000 to sur- 
plus it was placed in a special account to 
care for any extraordinary expenses 
which might arise. Additions to it are 


made from time to time and it is main- 
tained around $900,000. Income repre- 
sented by the surplus of American Light 
& Traction Co. has been advanced to the 
operated companies and in case of need 
it could be recalled by the parent com- 
pany. 


Outlook for Company 


For the past ten years there has been 
an average of $25.22 a share earned for 
the common stock. It is certain that in- 
come for 1917 will not be up to the aver- 
age of the ten years because of the fac- 
tors in operation cost already outlined. 
Officials of the company state, however, 
that the apex of the high cost of opera- 
tion has been reached and from now on 
it should decline, slowly probably, but 
still steadily. The company has recently 
purchased the White Star Coal Co. prop- 
erty in Harlan county, Kentucky, and 
from it will be supplied gas coal to De- 
troit City Gas and Milwaukee Gas Light. 
Favorable coal contracts have been made 
for other properties and fuel costs are 
expected to show a material reduction in 
the last half of the year. 

This gross business, officials of the 
company state, has come to stay and is 
steadily increasing. The demand for in- 
dustrial gas has been so large in St. 
Paul and Detroit that the companies in 
these cities have been unable to supply 
it. In other communities the use of gas 
industrially and the demand for electric 
energy for industrial power have made 
rapid strides. None of the American 
Light & Traction subsidiaries have ap- 
plied to state commissions to put higher 
rates in effect but expect to be able to 
show good gains next year on existing 
rates for both gas and electric current. 

Officials of the company say that with 
a return to normal operating conditions 
the net of the American Light & Trac- 
tion subsidiaries will break all records 
in their histories by saving a large pro- 
portion of this gross increase for the net. 
They expect to see a fair reduction in the 
operating ratio for the final six months 
of the current year and, if their expecta- 
tions are fulfilled, to witness as great a 
reversal in form of American Light & 
Traction income in 1918 as when a de- 
crease of $37,000 in income in 1914 was 
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turned into an increase of $840,000 in 
1915. 


Taxes 


In the last year taxes, local and federal, 
have shown a large increase and prob- 
ably will be still higher in the coming 
year. The excess profits taxes do not 
give concern to American Light & Trac- 
tion as, based on terms of the present 
Senate bill, the operating companies of 
American Light & Traction, in common 
with most other utility properties, will 
not show above a normal gain in profits 
over those of the basic years provided in 
the pending bill. While the federal cor- 
poration income tax rate will be higher, 
yet the provisions of the pending bill 
eliminating the double and triple payment 
of taxes on payment of inter-company 
dividends, will largely offset this in- 
crease. It was to get away from the 
double payment of the corporation in- 
come tax that American Light & Trac- 
tion a short time ago dissolved the West- 
ern Gas Co., the sub-holding company for 
Milwaukee Gas Light Co., and the South- 
ern Light & Traction Co., the sub-hold- 
ing company for the San Antonio proper- 








ties. In addition to effecting an economy 
in tax payments these steps also saved 
a large sum in administrative and other 
corporation expense. 


Present Dividend Policy 


In regard to the continuance of the 
present dividend policy on the common 
stock of American Light & Traction, it 
may be said that leading officials of the 
company state that stockholders may rest 
assured that for an indefinite time the 
company will continue to pay 10% in cash 
and 10% in stock on the junior issue. 
They treat 1917 as only an incident, a 
rather bothersome one to be sure, but as 
an incident only. Taking into considera- 
tion the past history of American Light 
& Traction, knowing the strong financial 
position of the holding corporation and 
that of its subsidiary companies, together 
with their steadily increasing gross busi- 
ness, it must be conceded that the opti- 
mism of the men, most closely connected 
with its financial and operating manage- 
ment, regarding the future of the com- 
pany and the value of its common stock, 
appears to rest on a most solid and con- 
vincing foundation. 














DOWN WITH PROFITEERING 


The man who gives his son to his country and at the same time overcharges 
the Government is playing the part of Judas. Facts are facts. Let them be 
faced. When the Government says that it will not suffer profiteering, it says 
something which every honest man in the land will applaud and something 
which none may defy save at his own great cost. This is no rich man’s war, 
nor a poor man’s war; it is a war of all the people against a common enemy, 
a war against an arrogant claim to privilege which cannot survive if the people 
of the world are to remain free. What room is there in such a struggle for the 
sordid manoeuvring of those who would convert national necessity into per- 
sonal profit? Wealth gained in this war will be a source neither of pride nor 
of satisfaction; the man will be marked who turns the throes of the nation into 
personal gains. 

Some will attempt to, but let it not be thought that such attempts will go 
unnoticed or unpunished. Step by step, as inevitably as time passes, the fact 
will become part of the consciousness of the people that this war in many 
respects represents a supreme effort on the part of civilization. It is an effort 
to prove that civilization has in fact shaken off the shackles of barbarism; 
that principles of human intercourse do mean something real; that the plighted 
word is a thing to be respected; that treaties are not scraps of paper, and that 
might is not right.—The Annalist. 






































Public Utility Notes 





Cities Service—Gross earnings for the 
seven months ended July 31, 1917, were 
$1,075,767 in excess of the figures for 1916, 
and only $1,500,000 short of equaling the 
total gross earnings for the first five years 
of operation. The gross earnings for the 
first seven months of 1917, $11,186,110, were 
over two and one-third times greater than 
for the comparative months in 1916, and 
the balance for the common stock, $8,902,- 
131, was over two and three-quarter times 
greater than for the same period in 1916. 


Consol. Gas of N. Y.—The N. Y. First 
Dist. P. S. Comm. will endeavor, through a 
bill to be introduced in the N. Y. Legisla- 
ture, to recover from the Consolidated Gas 
Co. about $600,000, which is the remainder 
of the rebate money collected by the com- 
pany previous to the acceptance of the law 
which reduced the price of gas from 90 to 
80 cents. 


Consol. Gas of Balt—The N. Y. Stock 
Exch. substituted on the list this company’s 
permanent 5% five-year convertible notes, 
due 1921, in lieu of temporary notes. 


Eastern Pr. & Lt—Gross earnings for 
June, 1917, amounted to $377, 391, as com- 
pared with $333,128 in 1916, an increase of 
$44,262. 


Edison Elec. of Bos.—The company re- 
ports gross earnings for July, 1917, of 2,- 
281, an increase of 10.31% over July, 1916. 

Kanawha Trac. & Elec——Report 12 mos. 
ending April 30: Gross income $573,104, op- 
erating expenses and taxes $321,731, net 
earnings $251,373, fixed charges $105, 545, net 
income $145,828, dividends paid and payable 
$64,710, surplus $81,1 

Mass. gd an Sie 15, when its in- 
crease in fares to a six-cent basis went into 
effect, Mass. Electric gross income has been 
showing an average gain of between $4,500 
and $5,000 per day. The new revenue was 
sadly needed and will be still more welcome 
when the company runs into the heavy coal 
using period of the year. 


Phila. Co—The July gross earnings of 


all departments of the Philadelphia _Com- 
pany amounted to $2,819,640, against $2,251,- 
685 in the same month a year ago and net 


of $1,014,250, which was an increase of 
$189,938, while gross for four months in- 
creased $2,187,494 to $11,605,249 and net in- 
creased $415,940 to $4,501,364. 


Pitts. & W. Va. Gas.—Recently made ap- 
plication to the W. Va. P. S. Comm. to in- 
crease its rates on natural gas supplied to 
industrial concerns. The company now 
yy 22 cents per 1,000 cubic feet for 
150,000 feet, 17 cents for the second 150,000 
and 11 cents a thousand for all over 300,000. 
The application is to establish a rate of 22 
cents per 1,000 for all gas up to 500,000 
cubic feet and 16 cents per 1,000 for all over 
that quantity. 


So. Cal. Edison.—President John B. Mil- 
ler issued a statement denying that the com- 
pany had applied for a further issue of 21,- 
174 shares of common stuck 


Tenn. Power.—Earnings June, 1917, show: 
Gross, $176,376; net after taxes, $94,670; sur- 
plus after charges, $42,677. For the 12 
months ended June 30, 1917, gross was $1,- 
822,576; net after taxes, $741,465; surplus 
after charges, $217,843. 


United Rys. of St. L—A committee has 
been formed to safeguard the interests of the 
holders of first general mortgage 4% bonds 
of the company in the controversy between 
the company and the city over taxes, exten- 
sions of franchise and other questions, 
which is expected to result in readjustment 
of the company’s capitalization. 


Western Union.—The operating income 
of the company for the first half of 1917 in- 
creased $847,000. If the current six months 
show the same result the company in 1917 
should earn about $15 per share. Gross 
earnings in 1917 have undergone another 
large increase. For June gross, increased 
$1,356,000, while for the six months gross 
increased $7,181,000. Net earnings have 
shown a very small increase, as compared 
with increase in gross. 








DIGGING A “GRUB-STAKE” 
Irrelevant questions are not always confined to those asked by the small 


boy. 
who was sinking a shaft. 


A “scout” for a mining company happened to run across a prospector 
“Hello, friend; what are you digging for?” he asked. 


“Cheese,” replied the prospector. “Cheese? What do you mean?” “Well,” 
said the prospector, “I got a d——d good cracker ledge on the other side of 
the gulch, and if I find cheese and then get down deep enough I may hit beer; 
that'll be almost a grub-stake—then Ill hunt one of them there dissipated 
coppers you fellows want.”—Engineering & Mining Journal. 
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Public Utility Notes 





American Gas 


B. T. A., Cambridge, Mass.—American Gas 
Co. stock is listed on the Philadelphia Stock 
Exchange. Dividefids are paid on this issue 
at the regular rate of 8% per annum, which is 
the rate that has been paid since 1915. Pre- 
vious to that 7% was paid from 1910 to 1914, 
inclusive. The earnings of the company for 
the last several years have been as follows: 
1916, 10.11% ; 1915, 13.28% ; 1914, 10.31%; 1913, 
12.82%, 1912, 13.08%. 

The American Gas Co. was incorporated in 
December, 1892, under the laws of New Jer- 
sey, to own, manage, lease and operate works 
for the manufacture, distribution and supply 
of light, heat and power, by gas, electricity or 
otherwise, and generally to carry on any busi- 
ness incidental thereto or connected therewith. 
Through its control of constituent companies, 
the American Gas Co. owns gas and electric 
light properties at the following points: Ban- 
gor, Maine; Burlington, Vt.; Charles City, 
lowa; Kewanee, Ill.; Kingston, N. Y.; Wau- 
kesha, Wis.; Waterloo, Iowa; Hazleton, Pa.; 
Petersburg, Va.; Portage, Wis.; Rockford, 
Ill.; East St. Louis, Ill.; Saugerties, N. Y. 

The company is a very substantial organiza- 
tion and its stock is entitled to a high rating 
as an investment issue. Just now the earnings 
of the company are being affected somewhat 
by the rising costs of materials and labor, but 
we do not believe the dividend is in any great 
danger of being reduced. The stock at its cur- 
rent quotation shows a very good yield, and 
while it may sell lower, we think it is worth 
while buying provided one is willing to tie up 
money in it for the sake of the income only 
for the present. After the war is over and 
conditions return to normal in the investment 
market, American Gas stock should be re-es- 
tablished at a materially higher level. 





Cities Service 

M. C., Columbus, Ohio.—The position of the 
Cities Service Co. with respect to the excess 
profits taxation is a complicated one and it is 
practically impossible to determine with ac- 
curacy what proportion of earnings should be 
deducted to meet the provisions of the bill as 
now constituted. 

The situation is about as follows: In the 
case of the Cities Service Co., the burden of 
excess profits taxation will be borne by a sub- 
sidiary, the Empire Gas & Fuel Co. That com- 
pany was only organized last year, and it is 
therefore impossible to calculate its excess 
profits as in the case of companies which were 
in business during the years 1911, 1912 and 
1913, which years are the basic ones from 
which the excess profits subject to taxation 
will be figured, if the present bill becomes law. 
However, the bill provides that in such cases 
the earnings of similar companies during the 
basic years shall be taken as a basis of calcu- 
lation. Of course, it is not known what com- 


panies will be selected when it comes to figur- 
ing the excess profits tax for Empire Gas & 
uel. 


The Cities Service officials, we under- 
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stand, have held conferences and expect to 
hold further conferences with Washington offi- 
cials with a view to working out an equitable 
plan upon which the excess profits of the Em- 
pire subsidiary can be calculated. So you see 
the whole thing is in the air and it is not likely 
that anything definite will be determined until 
the bill actually becomes law. 

In the meantime, the Cities Service Co. has 
arrived at an approximate figure which its offi- 
cials state they believe will cover the excess 
profits tax. This figure is $200,000 per month, 
or approximately $2,500,000 a year. The 
amount is being deducted monthly from the 
net earnings of the subsidiary company before 
the earnings of the Cities Service Co. proper 
are reported. 





United Lt. & Rys. 


W. H., Chicago, I1l—United Light & Rail- 
ways stocks are speculative. The position of 
these stocks, however, is not so uncertain as 
might be inferred from a mere consideration 
of the high yield basis on which they are sell- 
ing. Dividends have been regularly paid on 
the First Preferred stock since 1911. On the 
common 3% was paid in 1913, 3% in 1914, 
nothing in 1915, 1% in 1916, and currently the 
dividend rate of 4% per annum is in effect. 
This company’s earnings have held up some- 
what better than those of the majority of pub- 
lic utility concerns in face of the enormous 
advances in operating costs. This is perhaps 
best accounted for by the fact that the United 
Light & Railways Co. and its subsidiaries have 
favorable long term contracts for materials 
which were entered into before the present 
high prices were reached. For instance, the 
company’s oil contract runs into Jan. 1, 1918, 
and is at a price approximately 40% of the 
present cost. The company’s principal gas 
contract, negotiated in 1914 for a period of 
five years, is at a much lower rate than now 
prevailing. 

In 1916, 9.07% was earned on the First Pre- 
ferred stock as compared with 8.26% in 1915, 
10.16% in 1914 and 11.27% in 1913. Current 
earnings are running at the rate of about 
11.5% per annum. For the twelve months to 
May 31 gross revenues were $7,096,054, com- 
pared with $6,624,492 in the corresponding 
period of 1915-1916, while the surplus after 
charges was $1,177,401, as compared with 
$1,121,438. Such results as are now being 
shown would appear to fully justify the con- 
tinuation of dividends on the First Preferred 
and Common stocks, but the company does 
not appear to be sufficiently fortified with sur- 
plus and cash reserves to guarantee the main- 
tenance of dividends on the common stock at 
least, in the event of an unfavorable turn in 
earnings. If the war continues throughout 
another year or more, high operating costs 
may be expected to prevail, whereas the gain 
in gross business can hardly be expected to 
be maintained. The fault in the past has ap- 
parently been the payment of too large a pro- 
portion of its surplus earnings in dividends. 
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A Trip to Magma’s Mine and Mill at Superior, Ariz., and 
What It Disclosed — Important Developments Pending 





By THOMAS LEWIS 














the wisest people in the company. 


EDITOR’S NOTE.—Our readers have been interested in Magma since the stock was at $15. 

than a year ago, with the price at $69, our advices were still favorable. 

of reaction following, steady accumulation of Magma proceeded at a pace which by now has 

in an almost complete exhaustion of the floating supply. 

we felt that our readers should know why all the Magma was going into the strong boxes of 
So we sent Mr. Lewis out there to get the facts. 


In the months 


We wanted to know and 























O one who has been privileged to 

view the properties of Magma 

Copper at close range, there is 

ample justification for the be- 

lief, held by many, that the Magma Cop- 

per Company is developing one of the 

best mines in Arizona, if not in the 
United States. 

In Superior, Arizona, where the mine 
is located, everybody believes in Magma. 
From the general manager, who frater- 
nizes with his employes on a basis of 
common equality, down to the humble 
negro who makes a botch job of polish- 
ing your boots but succeeds in qualify- 
ing Magma’s steady climb, there is ap- 
parent an optimism that is both con- 
tagious and enduring. 


Unprepossessing in Appearance 
At first glance you are inclined to be 


a bit skeptical. Magma is far from pre- 
possessing as physical appearances go. 
Old Dominion, at Globe, and Inspiration 
and Miami Consolidated, at Miami, tower 
above her like the Metropolitan Life 
topped the old New York Sun building, 
but if Magma is lacking in personal 
beauty above ground, she has a substan- 
tial something beneath the surface that 
goes far to make amends for any seeming 
lack in this respect. 

By this the reader must not draw the 
inference that the Magma’s improve- 
ments are of a low order. The Gunn- 
Thompson syndicate of Inspiration fame 
was responsible for the equipment in- 
stalled here, and this group of men was 
never known to do things by halves. 

The total paralysis of Globe and 
Miami, in the throes of a bitter labor 
struggle, is doubly accentuated by the 
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feverish activity manifested at Magma. 
While countless hundreds of thousands 
of dollars are lost to Globe and Miami, 
the mills of Magma are grinding stead- 
ily, relentlessly and with telling effect. 
Five hundred men, working in three 
shifts and receiving good pay, pass 
through the company’s gates daily. The 
men are satisfied, and at no time has 
there been even the slightest suggestion 
of dissension. 


Satisfied Employees 


There must be an underlying reason 
for all this. When you find a consider- 
able number of men, all working for one 
company, all earning and receiving about 
the same rate of pay, and all satisied— 


I don’t care where you meet 
Magma’s general manager, whether it’s 
in Phoenix at the Adams, or in one of 
these soft drink joints of Superior, or 
Globe, or Miami—he’ll always speak to 


“Sure. 


you. It don’t make no difference who’s 
with him, or who you’ve got with you, 
it’s all the same to him. And if he knows 
you well enough he’ll stop and chin you 
a little. Same way with all the rest of 
the outfit. No high brow stuff. You 
know what I mean. Regular fellows.” 

I think this explains, in large measure, 
the deep-lying reason for Magma’s con- 
tinued and successful operation while the 
mammoth mills in other districts remain 
inactive at the most critical period in the 
Nation’s history. For the last thirty 














National Guardsmen on Duty in the Globe District 


then you may rest assured that some ex- 
ecutive head is doing some clear think- 
ing along original lines. Searching for 
this reason, I consulted, among many 
other miners and company employes, an 
overhead boss, who comes into daily 
contact with both parties to the agree- 
ment—the employer and the employe. 

“Why are the men satisfied?” he re- 
turned with a little laugh. “Oh, that’s 
simple enough. They get good treat- 
ment, earn good pay, and have mighty 
few grievances that are not adjusted. 
If they had any kick coming they’d 
kick.” 

“Then, in your opinion, it’s all in the 
bosses knowing how to handle men?” 





days, while the mines of Globe and 
Miami:-lay dormant, Magma has worked 
each and every day, for twenty-four con- 
secutive hours, and her daily output has 
averaged close to $5,000. 


Two Hundred Tons Daily 


At a conservative estimate, I would 
say that Magma is turning out approxi- 
mately two hundred tons of ore day in 
and day out. Nor is she losing any time 
in getting this ore to her smelters and 
thence to her markets. Magma has a 
little railroad all her own. It is a nar- 
row-gauge affair, but most substantially 
constructed (and, by the way, everything 
in and about Magma seems to have been 
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substantially arranged or constructed), 
and through this medium the ore is 
rushed to Hayden, at no great remove, 
and treated by the Guggenheim smelter. 
Magma, as will be seen from the fore- 
going, has no smelters of her own. 
Incidentally, this same narrow-gauge 
railroad is the only rail system tapping 
Superior at this time, and herein lies a 
rather severe obstacle for the other min- 
ing companies now contemplating ex- 
tensive operations in this highly miner- 
alized belt. It is comparatively easy for 
Magma to ship its own product, since 
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the narrow-gauge taps the mills of this 
company and makes good connections at 
Hayden with the outer world. 

Magma, located in the heart of Pinal 
County, is in reality an enlarged and 
improved version of the old Silver Queen 
mine. The district is at once the most 
picturesque and the most inaccessible of 
any mining property I have yet inspected. 
It is possible to arrive in Globe by rail, 
and the Old Dominion is easily reached ; 
you may continue by rail, or ride by auto 
stage, and arrive in Miami with little or 
no trouble and delay ; and when you have 








come to Miami you will in like manner 
find it a snap to view the gigantic estab- 
lishments of the Inspiration and the 
Miami Consolidated, but do not deceive 
yourself concerning Magma. There are 
several ways in which you may reach the 
mines, but none is easy. 


Like Geronimo Did 


If you go by way of Pinal ranch, and 
then hit the trail like Geronimo did—and 
like I did—you will learn some things 
that you never knew before, and you will 
doubtless curse the day you were born. 
But if you are of a philosophical turn of 
mind you will value this experience, for 
there is, I believe, no scenic wonder in 
all the world superior to that which you 
will find confronting you in Leaping 
Mountain and the Devil’s Canyon. By 
moonlight the view is the most entranc- 
ing—and the trail the most dangerous— 
of any I have ever beheld. And | 
threaded this rock-ribbed fastness at 
midnight. 

A better way to reach Superior—the 
Magma mine is located a mile above 
Superior—is to go the same route by 
which I returned. This involves a 60- 
mile stage ride from Phoenix over a 
road rough and dangerous in places, but 
to a driver accustomed to the trail the 
journey may be made without incident or 
accident. There remains the narrow- 
gauge, of course, but this road is first of 
all a private line for copper shipments 
and passenger travel is uncertain and un- 
satisfactory. 

For all of Magma’s seeming inacces- 
sability, however, there is about this 
property an air of substantiality that will 
not down, and to a close observer it is 
clearly apparent that better things are yet 
to come. Improvements that will run 
well into the millions are under consider- 
ation at this time. Among these is the 
project for the extension of the narrow- 
gauge and the bringing into Superior 
from Goldfield a new power system that 
will cost upwards of $100,000. At present 
Magma depends upon the Roosevelt Dam 
Power Company for her motive power. 
This, while eminently satisfactory in 
nearly every instance, is not entirely free 
from defects in that the huge steel tow- 
ers upon which the high voltage wires 
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are strung are at the mercy of the ele- 
ments. The Roosevelt power system 
short-cuts its way fifty miles across the 
towering mountains and when the snows 
come the wires are apt to fail. This 
happened last winter, and for six days 
the Magma was without power. She 
closed down for a week and lost fifty 
thousand dollars. 


The Big “Strike” 


The most significant feature of all, 
however, (and the one which is receiving 
the least publicity) is the development 
work that has been done by the com- 
pany within the last few months. If the 
statements of the miners and the mine 
attachés are worthy of credence this 
company will soon open one of the 
richest veins of ore ever developed in 
the United States. It is said—and I 
have this from men who are in a posi- 
tion to know—that the company recently 
used a diamond drill to such good ad- 
vantage below the 1,800-foot level that 
even the pioneers were forced to admit 
that the ore was superior to anything 
they had ever examined. Ore ranging 
anywhere from 25 to 60 per cent is said 
to be practically a certainty, and I was 
told that four new shafts, with increased 
crews, was an immediate possibility.* 
This information came from a man who 
has been in the company’s employ for a 
long while, and he admitted that the ut- 
most secrecy has been maintained con- 
cerning the development of the new 
strike. 

“It is a rich strike,” he added, “and 
it doesn’t run to pockets, either. The 
further they went the better it got. If 
it has an end they have yet to uncover 
it.” 

I asked him how the company knew 
where the vein was located. 

“They’ve always suspected its pres- 
ence,” he explained. “Recently they 
went after it good and hard. At first 
they met with disappointment. They 
probed with a diamond drill at 1,800 feet 
and missed it. But their engineers never 
give up. They’re not that kind. They 
kept plugging. When they did strike it 


*Since the foregoing was written we have received 
word by telegraph that work has been started on a 
new shaft and that three shifts working day and 
night are rushing its completion.—Eprror. 





they struck something that made the 
higher ups close their lips like they were 
sealed. But it’s there, all right, and 
they’re going to it.” 

It was not so very long ago that the 
general manager of Magma appeared in 
the streets of Superior offering to buy 
any and all stock that the men themselves 
might have to offer. His price was $35 
cash, and he bought some at this figure. 
A few of the miners, however, declined 
to sell, and they have since had good 
cause to congratulate themselves upon 
their foresight. It was only recently that 
Magma jumped from $45 to $52. 


Other Metals 


Just what percentage the new strike 
will average is purely problematical, nor 
do the miners themselves know exactly 
what the assayer’s report has shown. 
One thing is patent, however, and this is 
the fact that copper is not the only ore 
developed here. Gold-bearing quartz 
has been uncovered in the shaft of the 
Queen Creek Copper Company, not so 
very far from Magma, and in Magma 
itself silver is found. 

“I found a piece of silver as big as 
a dime and fully as thick,” a miner in- 
formed me. 

“At what level?” I asked. 

“Six hundred feet,” he answered. 
“Nobody knows what’s down below that 
1,800-foot level, where they’re working 
now. But it’s rich as butter, whatever 
it is.” 


Rapid Growth 


Magma, as has been set forth, is ex- 
panding constantly. The management 
only recently acquired title to a consider- 
able area adjoining its present mines, 
and its stake-lines now take in the old 
Silver Queen properties. 

As further evidence of the high grade 
of ore developed at Magma a miner’s 
statement with reference to the Inspira- 
tion mines at Miami may prove interest- 
ing. He informed me that the per cent 
of copper at the Inspiration ran as low 
as 1 per cent. This company operates 
on an extensive scale, however, and it is 
said on good authority that Inspiration 
earns sufficient on gold alone to pay for 
the handling of all its copper develop- 
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ments. Miami Consolidated is also said 
to pay overhead with other minerals aside 
from copper. 

In connection with Miami Consoli- 
dated, it is interesting to note that this 
company is branching out rapidly from 
its Miami field. Three milés northwest 
of Miami, on the Superior trail, a miner 
pointed out a ranch containing. 160 acres. 

“Belongs to Miami Consolidated,” he 
said, significantly. “They bought it not 
long ago. Paid $100,000 for it.” 

“Apparently Miami Consolidated has 
been doing some prospecting,” I ven- 
tured. 

“You bet,” he said, slyly. . “I’ve got 
29 acres over there myself. Know what 
they offered me? Twenty thousand dol- 
lars,” he confided. “And I turned it 
down.” 


A Twelve Mile Haul 


Three miles up the trail I had good 
cause to recall the miner’s statement. I 
met a teamster, swearing softly, and 
urging four steaming horses over the 
roughest and most tortuous road in 
Arizona. He had six tons of copper ore 
in his wagon bed. 

“Where from?” I queried. One must 
be brutally blunt in such circumstances. 
Besides, I wanted to see that ore. 

“From Gibson’s,” he answered, stop- 
ping long enough to allow his spent 

orses a breathing space. “Don’t you 
know where Gibson’s is?” he asked, sus- 
piciously, when I looked puzzled. I ad- 
mitted that I did not. “Top of the trail,” 
he explained, “we haul this ore ten 
miles.” 

“Tt looks good,” I commented, and it 


was good. “About 12 per cent?” 
“Sometimes 12, sometimes 10,” he 
said. 


“And where do you ship it?” 

“El Paso. -That’s where they get it 
smelted.” 

Think of it! Teaming ore ten miles 
over a trail that it is a crime to call a 
road, and then shipping it 250 miles to a 
smelter. And still earning money on the 
investment! Verily, Arizona has copper, 
but she lacks something. She needs good 
roads and railroads. 

My astonishment increased, however, 
when, after I had toiled beyond Gibson’s, 





situated on the summit of a towering 
ridge, I came upon a free-lance miner 
windlassing ore out of a 40-foot hole, 
and producing ore that was 6 per cent 


copper. He had-two men underground, 
and while these loaded, he took care of 
the dump. He, too, was teaming his ore 
to Miami, shipping it thence to El Paso, 
and earning fifty dollars a day net! 

But, to all intents and purposes, these 
strikes are insignificant when compared 
with the probable results obtainable in 
the immediate vicinity of Magma, at 
Superior. 


Summary 


As for Magma’s future, it is well to 
bear in mind these facts: 

The mine is paying now, and has been 
paying for some time. 

The property is a well developed mine 
and substantial improvements are being 
made and will be made. 

The stock has advanced rapidly and 
steadily. This indicates, to many, that 
ore of still higher grade than that 
marketed is in prospect. 

The management is and has been ex- 
tremely reticent. The miners have ex- 
plained why this condition obtains. The 
mine is being worked at 1,800-foot level. 
No cross-cutting has been resorted to as 
yet. Twenty-four hundred feet level is 
in contemplation. 

Four new shafts are under considera- 
tion by the management. 

The miners themselves believe the 
stock should be a hundred dollar stock. 

Ask any man you meet on the lonely 
trail or in the rock-strewn streets of 
Superior, what he thinks of Magma. 
Invariably he will answer: “The best 
mine in Arizona.” 

The best engineers in the United 
States passed judgment on this mine. 
Inspiration experts, including the general 
manager and mine superintendent, are 
guiding its destinies. Inspiration capital 
(Gunn-Thompson) financed the proposi- 
tion from the outset. That their judg- 
ment was sound is evidenced by the 
present daily output—around $5,000. 

To epitomize: If one is to judge from 
present surface conditions Magma should 
sell at a figure closely approaching $100 
within the not distant future. 























Mining Notes 





Ahmeek.—Reported production for July, 
1917, as 2,149,394 pounds, compared with 
2,530,848 in June. 


Butte & Superior.—Has taken options on 
about 200 acres in the southwestern part of 
the Butte district in the zinc belt along the 
strike of the Black Chief lode and will 
utilize the old Germania shaft to sink 1,000 
feet. 


Calumet & Hecla.—Reported production 
in July, 1917, as 6,024,110 pounds of copper, 
compared with 6,346,446 in June. The rock 
output of Calumet & Hecla for July was 
270,000 tons and expected to run close to 
300,000 for August. This company has less 
trouble keeping workmen than any other 
in the district. 


Centennial.—Reported production in July, 
1917, as 179,666 pounds of copper, compared 
with 143,907 in June. 


Cerro De Pasco.—Declared an extra divi- 
dend of 50 cents a share in addition to a 
quarterly dividend of $1 a share. This is 
the same as three months previously. Divi- 
dend is payable Sept. 1 to stock of record 
Aug. 17 


Chile—During July produced 6,250,000 
pounds of copper against 6,114,000 pounds in 
June and 3,574,000 pounds in July, 1916. 


Chino.—The surplus available for divi- 
dends of $3,818,322, earned in the three 
months ended June 30, 1917, is equal to 
$4.39 a share on $4,349,900 capital stock, or 
at the annual rate of $17.56 a share, com- 
pared with $3.70 in the same period of 1916. 


Granby Consol.—Production in July to- 
taled 3,147,886 pounds of copper, of which 
2,868,366 pounds were from Anyox and 
279,520 pounds were produced at Grand 
Forks. This compares with production of 
3,030,929 pounds of copper at Anyox dur- 
ing June and 3,159,284 pounds at Anyox 
during May. Operations were resumed at 
the Grand Forks about the middle of July. 


Greene Cananea.—Operating conditions 
at Cananea have not changed sifce the 
shut-down of the Greene property on June 
22. In fact, until the attitude of the Mexi- 
can Government undergoes a revulsion no 
copper will be received from that source. 
The affairs of the Greene Consolidated Cop- 
per Co. have been closed up, its assets 
turned over to Greene-Cananea Copper Co. 
and actual corporate dissolution soon will 
completely eliminate one of the oldest of 
copper mining companies. 


Inspiration.—The loss of 11,000,000 pounds 
of copper in July undoubtedly will cut In- 
spiration’s yield substantially below the 
level of 1916. The loss of gross income to 
Inspiration resulting from the July suspen- 
sion approximated $2,928,000 on the basis of 


(763) 


26.62 cents as the month’s average copper 
price. 


Kerr Lake.—Reported that it produced 


189,392 ounces of silver in July. his com- 
pares with 251,367 ounces in June, 233,273 
in May and 250,863 in April. 


Magma.—Statement of operations for the 
first six months of 1917 shows operating 
profits of $735,959, equivalent to approxi- 
mately $3.07 a share on the outstanding 
240,000 shares. This is at the annual rate 
of $6.14 a share. Operating profits in the 
corresponding period of 1916 were equiva- 
lent to about $2.39 a share, and in the full 
12 months of 1916 about $4.57 a share. 


Mohawk.—Reported July production as 
970,538 pounds of copper, against 1,042,182 
pounds in June, 1,148,104 in May and 1,- 
075,977 in April. 


Nevada Consol.—Balance sheet, as of 
June 30, 1917, shows cash amounting to $3,- 
561,637 and a profit and loss surplus of 
$14,687,644. This company’s balance of 
$3,310,999 for the quarter ended June 30, 
1917, is equivalent to $1.65 a share in three 
months on $9,997,285 capital stock of $5 par 
value, or at the annual rate of $6.60 a share. 
No copper available for delivery remained 
unsold June 30. 


New Cornelia.—July production was in 
excess of 2,000,000 pounds, but was not up 
to the full capacity of the plant. June pro- 
duction was 1,093,000 pounds, from leaching 
plant and 225,876 pounds from ores shipped 
to the Calumet & Arizona smelter at Doug- 
las. Recoveries were approximately 83% 
of copper contents, and the company ex- 
pects to maintain this, or even a higher 
figure. 


Ray Consol.—Gross income of $3,679,898 
for the quarter ended June 30, 1917, is 
equivalent to $2.33 a share on $15,771,790 
capital stock of $10 par value, or at an an- 
nual rate of $9.32 a share. Report for the 
quarter ended June 30, 1917, showed that 
profits are based on 27.562 cents a pound 
for copper, as compared with 26.819 cents 
in the first quarter. 


Shannon.—Company’s property was 
closed during the whole of July and no 
copper was produced. 


Superior.—Reported production for July, 
1917, as 104,445 pounds of copper, compared 
with 193,050 in June. 


Utah.—The surplus available for divi- 
dends of $10,563,541 earned in the three 
months ended June 30, 1917, is equivalent 
to $6.50 per share on $16,244,900 of capital 
stock, or at an annual rate of $26 per share, 
compared with $6.13 in 1916. 

White Pine.—Reported production for 


July, 1917, as 343,145 pounds of copper, com- 
pared with 410,803 in June. 























Mining Inquiries 





Miami 


D. M., Westford, Mass.—Miami Copper has, 
it is true, reacted more than ten points since 
the early part of May, but the drop mentioned 
in your letter is probably accounted for by the 
fact that the stock recently sold ex-dividend. 
The present condition of the stock market is 
one of vacillation and uncertainty and we are 
not advising purchases until it is possible to 
determine the future trend with a greater de- 
gree of accuracy. The great prosperity which 
copper producing companies have enjoyed 
since 1915 is in danger of a serious check. 
Government excess profits taxation, its avowed 
purpose to fix a uniform scale of prices for 
itself, its Allies and domestic consumers, and 
greatly increased operating costs, including the 
price of labor, all constitute a serious menace 
to large earnings. Our conclusion is quite in 
line with your own reasoning and we advise 
you to exercise patience in the belief that you 
will be able to secure the stock in the not dis- 
tant future at a more favorable figure. 





Tonopah Extension 


W. H., Harrisburg, Pa.—Tonopah Extension 
is a silver property which is largely worked 
out, but which can be profitably mined for 
some years yet on the basis of present silver 
prices. Silver, as you doubtless know, is 
mounting to new high levels almost daily, and 
the chances seem to favor still further ad- 
vances. As the situation from this standpoint 
is so bullish and as Tonopah Extension is a 
stock which has declined rather heavily by way 
of discounting unfavorable developments and 
trouble at the mines of the company, we re- 
gard it as a desirable speculative purchase. 


Rex Consolidated 


F. A., New York City—Rex Consolidated, 
we regard as an extremely risky specu- 
lation, and we hardly feel justified in recom- 
mending it, although it will probably rise in 
sympathy with any general advancing move- 
ment in mining issues of its class. 


St. Mary’s Mineral Land 


Torresdale, Philadelphia, Pa—St. Mary’s 
Mineral Land is the kind of a stock to lock 
up and hold for big profits within the next 
five years or so. We have great faith in the 
future of this property and believe it will be 
developed eventually into a magnificent pro- 
ducer. If you can afford to tie up the money 
you have in this stock and disregard temporary 
market fluctuations, and withal assume the 
speculative risk, for, of course, there is a 
speculative risk in any mining stock, we recom- 
mend that you sit tight. 





Kennecott 


_ D. S. Johnstown, Pa.—We do not consider 
it good policy to hold Kennecott for invest- 
ment, for we expect that eventually the stock 
will sell considerably below its current quota- 
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tion, nor can we encourage you to hope that 
you will be able to get out of it at anything 
like the price you paid for it. You should pro- 
tect your commitment with a stop loss order 
and be prepared to take advantage of a good 
rally to close out. 

The proper time for buying a stock like 
Chile Copper (20) for the long pull has not 
arrived and we do not recommend a purchase 
of it for that purpose at this time. 


Boston & Montana 


B. C., New York City—Boston & Montana 
is highly speculative. Although the stock has 
some merit, there is so much development 
work to be done on this property before its 
earnings will be brought up to anything like 
the rate estimated in some quarters, that we 
think it extremely unwise to assume the risks 
involved in a purchase of the stock now. 





Marsh Mining 


L. R. G., Yonkers, N. Y—Marsh Mining has 
been refinanced and the company is now in a 
position to make a very good showing, pro- 
vided development work turns out as success- 
fully as hoped. The stock has speculative pos- 
sibilities, but we do not favor it as much as 
some of the issues representative of companies 
which are better established and have a more 
certain figure. 





International Nickel 


C. O., N. Y. City—International Nickel 
for a long time has been selling at a price 
which reflected apprehension as to the main- 
tenance of the present dividend of $6 a share 
per annum. The latest quarterly report of 
the company for the period ending June 30 
showed earnings of $1.75 a share, compared 
with $1.89 a share earned in the first quar- 
ter of the year. The report throws im- 
portant light on the excess tax reservation. 
The reserve for the pending U. S. tax and 
the actual payment of the Canadian war tax 
was included in the item of “administration 
and general expense,” which amounted to 
$896,367, a sum more than four times the 
same item reported for the corresponding 
quarter last year. The bulk of the increase 
of $673,945 is understood to represent the 
tax expansion. The question of the effect of 
war taxation has been the moot one in de- 
termining the value of International Nickel 
stock for a long time. It now appears that 
the taxes are reducing earnings available for 
dividends to an uncomfortably small margin 
over the dividend of $1.50 a share quarterly, 
which has been regarded as the regular rate. 
With the prospect of further increases in 
taxes, it is no wonder that the market price 
of the stock reflects the uncertainty over the 
maintenance of the $1.50 quarterly rate. We 
do not regard Nickel as an attractive pur- 
chase in the light of its most recent quar- 
terly report. 





























Oil Notes 





Allen.—Production of the well completed 
about two weeks ago in the Salt Creek field 
of Wyoming is 300 barrels daily. Reports 
regarding the well state that it has been 
drilled to the Wall Creek sand, which is the 
most prolific in the field. The company is 
said to have five other wells drilled on its 
Wyoming leases. 


Anglo-American.—Proxies are being asked 
of large American stockholders in Anglo- 
American Oil Co., Ltd., preparatory to an 
increase in stock. It is understood that 
stockholders will be given the right to sub- 
scribe to new stock at par to the extent of 
50% of their holdings. Anglo-American a 
few weeks ago increased its semi-annual 
cash dividend rate to 3 shillings, or 15%. 
Previously it paid 2 shillings, or 10%, semi- 
annually. 


Continental.—A special meeting of stock- 
holders of the company has been called to 
vote on an increase in the capital stock from 


$3,000,000 to $12,000,000. 


Cosden & Co.—Has 30 pressure stills in 
operation. It is planned to complete 15 to 
20 each month until the whole 100 are in- 
stalled. Results show that 40% gasoline is 
being obtained from fuel oil. 


Cosden Oil & Gas—During July the 
Cosden Oil & Gas Co. is said to have 
brought in ten new wells. 


Crown.—In order to purchase several new 
properties in the Irvine field of Kentucky, 
the management has deemed it advisable to 
issue additional stock. About 250,000 shares 
therefore of treasury stock, $1.25 per share, 
in the ratio of 50% of their holdings, will be 
offered to stockholders of record Aug. 15. 
Subscription rights close on Aug. 25. 


Elk Basin Petroleum.—Production has 
reached a point close to 1,500 barrels a day. 
It was stated by the management early in 
the summer that it was its intention to in- 
augurate a drilling campaign that would 
increase its production from 1,000 to 1,500 
barrels daily. This indicates that the cam- 
paign has been more successful than an- 
ticipated, as several wells still are being 
drilled. 


Indian Refining.—Report, six months end- 
ed June 30, 1917, shows net earnings after 
all charges of $1, 404,158, as compared with 
$2,771,774 for the year ended Dec. 31, 1916. 
Out of this accumulated dividends amount- 
ing to 28%, or $840,000, were declared and 
a reserve amounting to $500,000 was set up 
against prospective excess profits tax. Cur- 





rent assets as of June 30, 1917, were $4,249,- 
062 and current liabilities $1,184,162. Bonds 
and notes outstanding were reduced from 


$2,407,800 as of Dec. 31, 1916, to $2,033,700 
as of June 30, 1917. Consolidated balance 
sheet, as of June 30, 1917, shows a profit 
and loss surplus of $149,610, compared with 
$85,451 Dec. 31, 1916. 


Sage pe Ee —Reported an- 
other well brought in in Kansas, making a 
total of 14 in that field. 


Midwest.—Will take the production from 
the properties of the Allen Oil Co. in the 
Salt Creek fields. Well No. 1 has been con- 
nected with the Midwest company’s pipe 
line and is said to be good for nearly 400 
barrels a day. 


Ohio Oil.—Declared the regular quarterly 
dividend of $1.25 a share and an extra of 
$4.75 a share, payable Sept. 20 to stock of 
record Aug. 25. Has advanced the price of 
North and South Lima, Indiana, Wooster, 
Illinois, Princeton and Plymouth oils 20 
cents a barrel. 


Oklahoma Prod. & Ref.—Is bringing in 
on the Osage-Hominy lease some of the 
biggest oil wells in Oklahoma. The Okla- 
homa Producing & Refining Co. owns a 
half interest in the Osage-Hominy Oil Co 
Osage-Hominy Co. reported net earnings 
of $225,000 in July, against $159,000 in June. 
The July earnings were at the rate of 55% 
er annum on the stock, half of which equity 
ienen to the Oklahoma Producing & Re- 
fining Co 


Prairie Oil & Gas.—Advanced the price of 
Midcontinent crude oil from $1.90 to $2 a 
barrel. 


Sinclair Gulf—Reported two new wells 
on the Hominy lease, in which this com- 
pany has a half interest. Well No. 89 is 
said to be good for 400 barrels and well No. 
92 for 800 barrels daily. 


Standard of Ind—Is largely increasing 
the capacity of its refinery at Casper, Wyo. 
When present plans are completed this 
plant will have more than 120 stills, making 
it the third largest plant in the world. 


Standard of Ohio.—Declared the regular 
quarterly dividend of $3 a share and an 
extra of $1 a share, payable Oct. 1 to stock 
of record Aug. 31. Books close from Aug. 
31 ta Sept. 20. 


Texas Co.—Rights to subscribe to the new 
issue of $13,875,000 Texas Co. new stock 
expired Aug. 15. 























Oil Inquiries 





Three Oils 


Plant City, Florida—The generally uncertain 
situation in the oil industry forbids our rec- 
ommending but few of the oil stocks 
for either a speculation or investment at this 
time. Comparatively speaking, we should rank 
Ohio Oil, Texas Company and Sinclair Oil in 
the order mentioned as speculative invest- 
ments, but as to the last mentioned, we might 
say that it is far below the others. 


Standard of N. J. 

M. E., St. Lous, Mo.—Our reasons for ex- 
pecting Standard Oil of New Jersey to 
eventually sell at the equivalent of a price 
far above any previous high records are 
based on general considerations and a 
knowledge of the great brain power and of the 
almost unlimited financial resources back of 
the company. Standard Oil of New Jersey 
is without doubt the dominant factor in the 
oil industry not only in this country, but 
throughout the world. Its influence is world 
wide. It has interests in every corner of the 
globe. It is bound to grow and develop along 
with the growth and development of the 
petroleum industry. That industry is prob- 
ably in its infancy. It will be subject to pe- 
riods of depression in the future as it has 
been in the past, but we believe that in the 
future, as in the past, each period of depres- 
sion will be succeeded by a period of greater 
prosperity than ever before. 

Whether or not the directors of the 
Standard Oil Co. of New Jersey will decide 
to increase the annual dividend payment in 
order to distribute a portion of their in- 
creased surplus to stockholders, whether 
they will increase the capital stock and dis- 
tribute it as a stock dividend in order to 
bring the capitalization more in line with the 
earning power of the company, or whether 
they will make a large cash distribution, is 
impossible to forecast. We think the most 
probable action will be an increase in capi- 
tal, for such action would be in line with the 
policy which has been pursued by the 
Standard Oil companies in the past. By 
such action the company would hardly an- 
tagonize the Government or the public in 
these days when there is more enlightenment 
as to the legitimacy of the Standard Oil Co. 
profits. 

The Standard Oil Co. of New Jersey is 
now employing its surplus for further ex- 
pansion, and it is undoubtedly making this 
surplus earn more money for the average 
stockholder than he could expect to make it 
earn himself. He is not receiving large divi- 
dends now, but his interest is compounding 
at a very rapid rate. 

The stock is the kind to buy and lock up 
to hold for a period of years regardless of 
intermediate market fluctuations. We do not 
predict that Standard Oil of New Jersey is 
selling at around the lowest price, it is likely 





to sell at within the next two years, but we 
do feel confident that the stock will show a 
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handsome profit to the buyer who purchases 
it at current prices, provided he holds it long 
enough. 





Galena Signal Oil 


W. T., Akron, O.—Generally speaking, it 
is not a good time for investment purchases 
of any character. We believe that those who 
defer will undoubtedly have the opportunity 
sooner or later of buying stocks of all sorts 
at bargain prices. It is merely a matter of 
waiting long enough. However, if you have 
money which you feel that you desire to put 
into an income producing investment, you 
can select no safer stock among the oils than 
Galena Signal Oil common. At the current 
quotation it is fairly attractive, and if it is 
intended to hold the stock as a permanent 
investment, there is little question but what 
it will eventually prove profitable. You 
should make up your mind, however, that 
you will not be concerned with temporary 
fluctuations. 


Sapulpa Refining 

S. R., Hamilton, Ont., Can.—Sapulpa Re 
fining is one of the lesser lights among the 
independent Oklahoma oil companies. The 
company is doing well now, but its future is 
not certain by any means. It may feel seri- 
ously the effects of any depression in oil 
prices. For this and other general reasons, 
we cannot recommend its purchase. 


Some Oils 

B. T., Dorset, Vt—Northwest Oil and 
Allen Oil are both stocks with certain very 
attractive speculative possibilities. The 
Northwest company has no production as 
yet. Its properties, however, lie very close 
to proven leases of the Merritt Oil Co. The 
further fact that Northwest is dominated 
by the Midwest Refining Co. is in its favor, 
and, lastly, the stock has as its sponsors here 
a house which has been eminently successful 
in introducing Wyoming oil stocks to the 
New York Curb market. We can recom- 
mend the purchase of the stock as a specu- 
lation, for its prospects are bright and there 
is the probability of very generous profits 
if expectations with respect to the results 
from drilling operations, now under way, ma- 
terialize. 

Allen Oil has enlisted the interest of some 
prominent New York bankers and finan- 
ciers, and this fact inspires more or less con- 
fidence in the merits of the company. We 
believe that the stock also affords the op- 
portunity of good speculative profits. The 
company has recently drilled in one well, 
which is reported to have a capacity of 300 
barrels a day. Its properties are well lo- 
cated and the prospects that they will de- 
velop into valuable producers are promising. 
The stock may be recommended for pur- 
chase as a speculation to those who are in a 
position to assume the risk involved in a 
new proposition of this character. 
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The Story of Union Carbide 


A Pyramid of Profits 





By HERBERT CHAMBERLAIN 





ECENT announcement of the or- 
ganization of the American 
Nitrogen and Chemical Com- 
pany affords an opportunity for 

comment on one of the enterprises to be 
merged therein—a company which is 
seldom the subject of press or public 
notice and yet one with a record of 
earnings almost fabulous in size. 

Under the name of the Union Carbide 
Company, this enterprise was quietly in- 
corporated in Virginia, March 30, 1898. 
While rather modestly capitalized, the 
plans of the concern were ambitious— 
for the charter of incorporation included 
permission not only to manufacture and 
market calcium carbide and other gas- 
producing material, but to make as well 
all machinery, apparatus and fixtures for 
any purposes connected with the produc- 
tion of calcium carbide and acetylene or 
other gas. Furthermore the company 
was granted the right to fabricate and 
sell all metallurgical, electric-metallurgi- 
cal, chemical, and electro-chemical prod- 
ucts and compounds. 





A Decade of Progress 


Building a monumental business struc- 
ture upon a foundation of mere carbon 
and calcium, the metallic base of lime, 
seems a difficult undertaking. For cal- 
cium carbide which is a combination of 
these substances is less stable than sand, 
and fumes into gas at the touch of water. 
But this gas is acetylene, an indispensable 
aid to modern enterprise in numerous 
ways. So the Union Carbide Company 
was founded upon a sound, if vaporous, 
basis. Less than twenty years have 
elapsed since the beginning of its career, 
yet the company has not only carried out 
its plans in every detail, but in doing so 
has made a success nothing less than 
phenomenal. Ten years ago Union Car- 
bide had a capitalization of six million 
dollars. With the same lack of pretense 
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and the same secretiveness which marked 
its obscure beginning, the concern has 
piled up profits ever since, until today, 
with comparatively little outside financ- 
ing, it is a thirty-five million dollar cor- 
poration—making money at a rate which 
it is quite too “modest” even to mention. 
This is the fascinating thing about Union 
Carbide—its mystery. It never publishes 
a balance-sheet nor an annual statement 
of earnings. Like Standard Oil, or a 
mushroom, it simply conceals itself and 
grows. But from the meagre data avail- 
able, it is not impossible to calculate the 
measure of this growth and to arrive 
at some estimate of the company’s future 
prospects, 

The accompanying table is an interest- 
ing, if incomplete, history in figures cov- 
ering the past ten years. While it does 
not show what the company possesses in 
the way of undistributed surplus—which 
we have reason to believe amounts to a 
very large sum—it reveals some remark- 
able facts. Since 1907 Union Carbide 
has multiplied its outstanding capital 
more than four times, or, to be exact, as 
of August 1, 1917, has added $27,131,- 
554 to the $6,000,000 of 1907. Of this 
amount $10,356,162.80 was sold for 
cash and $16,775,391.20 has been given 
away to stockholders to capitalize ac- 
cumulated profits. The distribution of 
nearly 280 per cent. in stock dividends, 
during a brief period of ten years, is 
evidence in itself of the remarkable 
capability of the management of this 
company as well as the huge profits 
which it has obtained. 


Expansion Out of Profits 


The principal officers of the company 
are G. O. Knapp, president ; G. W. Mead 
and E. F. Price, vice-presidents; W. M. 
Flook, secretary, and G. W. Mead, treas- 
urer. Besides Mr. Knapp, the directors 
are: C. K. G. Billings, N. F. Brady, 
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Walton Ferguson, J. N. Wallace, C. F. 
Dietrich, and F. Johnson. Some of these 
men and their assistants have been as- 
sociated with the company since its 
beginning.. Under their management 
Union Carbide has largely increased the 
capacity of its original plants at Niagara 
Falls, N. Y., and Sault Ste. Marie, 
Mich. ; has acquired the entire $3,000,000 
of capital stock of the Electro-Metal- 
lurgical Company, the $1,400,000 stock 
of the Union Carbide Company, of 
Canada, Ltd., the $3,000,000 of the 
Michigan Northern Power Company, 
and the $3,000,000 stock of the Oxweld 
Acetylene Company. Besides this it 
possesses a substantial interest in the 
Linde Air Products Company—capital- 
ized at $15,750,000—which in turn-owns 
companies of the same name in Texas 
and on the Pacific Coast. The Union 
Carbide Company, of Canada, Ltd., like- 
wise owns all the property and assets of 
the Electro Lamp Company. 

These companies manufacture a di- 
verse array of products such as electric- 
light carbons, liquid oxygen, flashlights, 
wet and dry batteries, lamps, welding in- 
struments, and many other chemical and 
metallurgical compounds requiring the 
consumption of calcium carbide in enor- 
mous quantity. The skill with which 
the subsidiaries of the Union Carbide 
Company have been linked together is 
but another factor which has made it 
possible for the Union Carbide Company 
to attain a degree of success which is 
only indicated in our tabulation. 


“Silence Is Golden” 


Reverting again to this table briefly, it 
is to be pointed out that in addition to its 
own securities, Union Carbide Company 
has caused to be given to its shareholders 
$1,907,129 of stock of the Oxweld Acety- 
lene Company on which the latter has 
paid dividends amounting to $416,169.09. 
From and including the year 1907 to the 
Ist of August, on its own shares, the 
parent company has paid out $12,068,- 
032.07, or over twice the entire capital- 
ization it had ten years ago. In connec- 
tion with the two latest stock dividends 
noted, one of the few announcements 
which has ever come from the officials of 
the company appeared under date of 











May | in the form of a circular statement 
to the stockholders. As proof that there 
is money and not water behind the 
various stock increases of Union Carbide, 
the context of this document is interest- 
ing. The circular follows: 

“In answer to inquiries, we are 
advising our stockholders that of 
approximately $8,566,800 surplus 
capitalized and distributed to the 
stockholders by the stock dividend 
of 40 per cent., paid one-half in 
October, 1916, and one-half in Jan- 
uary, 1917, $6,499,252.27, or 75.87 
per cent. was not from earnings or 
profits accrued since March 1, 1913.” 
The subtle significance of this state- 

ment does not lie altogether in the fact 
that the company had accumulated nearly 
six and one-half million dollars of un- 
divided profits prior to March 1, 1913, in 
spite of its liberality in the distribution 
of dividends. The men managing the 
affairs of Union Carbide are too con- 
servative to wipe out surplus altogether 
and it can readily be inferred that a new 
accumulation of undivided earnings has 
been effected during the last four years. 


New Combinations 


Truly the modest company of 1898 has 
well fulfilled its promise. Figured on the 
basis of $194 per share for Union Car- 
bide stock and $150 per share for that of 
the Oxweld Acetylene Company share- 
holders have benefited, including cash 
dividends, to the extent of over $45,000 - 
000. An additional distribution of securi- 
ties is now being made which, before the 
end of the year, will bring the outstand- 
ing capitalization of the company to 
$39,757,854. From this it is evident that 
while Union Carbide may have been 
only a thriving youngster during the 
first ten years of its life, during the past 
decade it has grown into a veritable 
giant, 

And the end is not yet. July 20, 1917, 
announcement was made that the Union 
Carbide Company had taken over the 
National Carbon Company, a $15,000,- 
000 concern, on the basis of one share 
of Union Carbide stock for two of the 
National Carbon Company. This com- 
pany manufactures not only carbon ma- 
terials and accessories, but storage bat- 
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teries, electric starters, automobile parts, 
and a number of other specialties. In 
addition to ten factories in operation, 
located in Ohio, New York, California, 
New Jersey and West Virginia, the 
company owns the property and busi- 
ness of the American Ever Ready Com- 
pany and the Canadian National Car- 
bon Company, Ltd., of Canada. Among 
the men who will bring their abilities 
into the new organization are James 
Parmelee, Myron T. Herrick, Conrad 
Hubert, J. S. Crider, H. E. Hackenberg, 
W. Cameron Forbes and J. L. Sever- 
ance. 


A Rumored Combination 


Hard upon the heels of the above an- 
nouncement appeared the rumor that the 
new combination proposed to join forces 
with the Air Reduction Company, an 
organization which controls the Superior 
Oxygen Company, and has now in oper- 
ation more than fifteen factories in var- 
ious cities throughout the United States 
for the extraction of oxygen and nitro- 
gen. This company has $2,000,000, 7 
per cent cumulative preferred stock out- 
standing, and 120,000 shares of com- 
mon stock of no par value, but now sell- 
ing around $94 per share. 

The Air Reduction Company is en- 
gaged in a unique and valuable enter- 
prise. The oxygen and nitrogen which 
it produces is obtained from the air by 
a liquefying process, newly perfected 
and protected by patents—the American 
rights of which the Air Reduction Com- 
pany controls. Heretofore the chief de- 
pendence of this country in obtaining 
nitrogen was upon the nitrate deposits in 
South America. Commerce with Chile 
has been badly crippled by the war, so 
that at the present time the nitrogen 
part of the Air Reduction Company’s 
business is’ marvellously profitable. Of 
those directing this company and who 
will add strength to the management of 





the projected consolidation are such men 
as F. B. Adams, F. W. Allen, Percy A. 
Rockefeller, G. Carey, W. J. P. Hollings- 
worth, L. F. Loree, president of the 


Delaware & Hudson Railroad; A. 
Monell, president of the International 
Nickel Company; R. C. Pruyn, chair- 
man of the Board of Directors of the 
National Bank of Commerce of Albany, 
and S. F. Pryor, vice-president of the 
Remington Arms & Ammunition Com- 
pany. 
Conclusion 

It is reported that the new corpora- 
tion, to be known as the American Nitro- 
gen and Chemical Company, will have a 
capitalization of $200,000,000, which 
will rank it among the colossal enter- 
prises of the day. Stock in this com- 
pany is now being sold on a “when 
issued” basis around $21 per share. On 
the basis of the figures submitted in 
this article alone and disregarding the 
large undivided surplus which the Union 
Carbide Company undoubtedly possesses, 
this latter company, over a ten-year per- 
iod, has averaged and paid an amount 
equal to one and one-half per cent per 
annum on the entire $200,000,000 stock 
of the proposed new company. In time 
each of the other two companies ought 
to do as well. It is our conclusion that 
the additional producing strength which 
will result from the combination of the 
three will enable the American Nitrogen 
and Chemical Company to earn a sub- 
stantial return even upon its very large 
capitalization. This combination has 
been effected quietly, without any of 
the ostentation displayed by those trying 
to create a market for stock in a highly 
over-capitalized company, and at the 
present market quotation for these 
shares it appears that.there is an op- 
portunity for the general public to par- 
ticipate advantageously in a large enter- 
prise, ably managed and the future suc- 
cess of which seems assured. 
































Unlisted Security Notes 





Aetna Explosives.—A fire destroyed two 
buildings of this company at Aetna, Ind. 
The buildings will be immediately rebuilt. 
Operations of the plant will be interrupted 
for about two weeks, but as the company is 
well ahead on its contracts, it will not be se- 
riously inconvenienced. The loss is fully 
covered by insurance. Profits in July were 
well in excess of $500,000. On the com- 
pany’s books the profit will be reduced to 
$400,000 by a charge-off on account of loss 
from the Canadian plant recently abandoned. 
These profits compare with $464,000 which 
Receiver Odell reported for the six weeks 
ended May 31 


Amer. Shipb’l’d’g.—This company’s _bal- 
ance after pid. dividends of $2,318,540 for 
the year ended June 30, 1917, is e ree 
to $30.50 a share earned on the $7,600 
common stock, compared with $3.98 a share 
the previous year. 


Amer. Steel & Wire.—The plans for its 
new plant additions are completed and con- 
tracts will be let in a week. The claim is 
made that when completed this will be the 
largest wire rope plant in the world. 


Amer. U-Boat & Arms.—Acquired the 
ship repair yard of Hawkins & Miller at 
City Island, N. Y., and is rebuilding and 
equipping it. Four new shipways will be 
constructed, each 60x 400 ft. and wooden, 
steel or composite cargo-carrying steamers 
of 3,500 to 4,000 tons will be built for the 
Emergency Fleet Corp. 


Fisk Rubber.—For the half year to June 
30, 1917, showed a remarkable gain in gross 
and net profits. The total sales for the pe- 
riod, of $15,714,971 were only $4,000,000 less 
than for the entire 1916 year, when they to- 
taled $19,457,788. Net income after deprecia- 
tion and interest, was actually larger for the 
half year than for the entire 12 months of 
1916. The actual net for the first six months 
was $1,983,627, as compared with $1,836,829 in 
all of 1916. 


Ford Motor.—Will erect a six-story build- 
ing for offices and show rooms, at north- 
east corner of Broadway and 54th Street, 
New York. The property was purchased 
for $500,000. The new Ford building will 
cost about $300,000. 


Grasselli Chemical.—Declared the usual 
quarterly dividends of 14% onthe pre- 





ferred and common stocks, payable Sept. 30 
to holders of record Sept. 15. The extra 
dividend of 3%4% on the common stock 
which has been declared each quarter for 
some time was omitted. 


Marlin Arms.—Completed arrangements 
to more than double its machine n ca- 
pacity. With the enlarged facilities the com- 
pany will have a capacity of upward of 100,- 

machine guns during the ensuing 18 
months. 


New River Coal.—Balance sheet, as of 
March 31, 1917, showed profit and loss sur- 
plus of $620,729, against $732,824 last year. 
Total assets and liabilities were $18,531,761, 
against $18,516,644 last year. 


Springfield Body.—Has been placed in re- 
ceivership on the petition of creditors. B. 
F. Everitt, president, has been named as re- 
ceiver. At a recent special meeting of 
stockholders a plan of voluntary reorgani- 
zation was approved by a majority of the 
stockholders. It was found, however, that 
the plan could not be put through without 
practically unanimous consent and the stock- 
holders’ committee, of which Spencer 
Waters is chairman, refused to call the 
plan operative. In order to conserve the 
assets of the company and to complete con- 
tracts for bodies on hand it was thought 
best to submit to receivership. 


Toke Point Oyster—lIs offering $500,000 
6% first mortgage sinking fund gold bonds 
in denominations of $500 and $1,000. The 
company represents a consolidation of the 
majority of the oyster companies on Wil- 
lapa Harbor, Washington. The bonds are 
redeemable at 105, may share in the profits 
up to 21%4%, and are free of all taxes and 
deductions. 


U. S. Steamship.—Declared the regular 
bi-monthly dividend of 1% and an extra of 
14 of 1%, both dividends payable Sept. 1 to 
stock of record Aug. 16. This is the same 
extra which was declared in June. U. S. 
Steamship Co. reports for period ended 
June 30, 1917, net earnings amounting to 
$1,409,090. Dividends paid amounted to 
$504,898, leaving surplus as at June 30, 
$904,192. 


Victor Talking Machine.—Declared a spe- 
cial dividend of $15 a share on the common 
stock, payable to stock of record Aug. 15. 
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Should Business Men Speculate? 


Second Installment of How to Study the Market in a Practi- 
cal, Businesslike Manner 





By FRANK C. FORSYTHE 





N a previous installment some of 
the things which we consid- 
ered essential in the study of 
security price movements, were 

enumerated. © Price fluctuation, volume 

of transactions and the time used in mak- 
ing fluctuations, were set down as the 
three principal subjects for study. 

The question of the desirability of con- 
sidering fundamental statistics in con- 
nection with the effort to forecast secur- 
ity prices was also taken up. Past ex- 
perience in the market gives ample rea- 
son for the expression of doubt as to 
the value of fundamental statistics as 
an aid to market forecast. As used in 
practice by the majority of those who 
depend upon such study as a basis for 
the making of market prognostications, 
the assembling and classification of 
fundamental data becomes a most com- 
plicated affair. Indeed, far too compli- 
cated and confusing for the purposes of 
the average business man who might be 
attracted to the stock market. 


Simple Methods Best 


It is not maintained that the statistics 
of business should be absolutely ignored, 
but whatever use of such statistics is 
attempted, the plan should be reduced to 
the simplest understandable method in 
order that confusion and contradiction 
may be avoided. Any business man 
knows that the daily, weekly or monthly 
volume of his own business, is a fair 
measure of its activity and, to a certain 
extent, its prosperity. Next in import- 
ance, no doubt, is the percentage of net 
profits to gross volume of business. A 
continuous record of this character would 
show the general trend of the busi- 
ness and would also show whether 
it was gaining ground or losing. On the 
strength of such a record he would, with 
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modifications, be justified in making 
preparations for the future. Taking busi- 
ness as a whole, that is, the condition 
of business generally throughout the 
country, we find that the best possible 
index to be had is in the statistics of 
bank clearances for the entire United 
States. 

In times of prosperity and expanding 
business, bank clearings will tend to in- 
crease progressively, and the reverse is 
true in times of depression. Therefore, 
if the business-man student of the stock 
market wishes to add some reliable in- 
dicator of general business conditions to 
his studies of the market itself, there is 
nothing better suited, perhaps, to his 
uses than a graphic upon which is plotted 
the total weekly bank clearances for the 
United States, including New York City. 
Once he has made up his mind, however, 
to make an intensified study of the mar- 
ket transactions themselves, with a view 
of familiarizing himself with some of 
the principal technical features of manip- 
ulation as it is carried on in the day-to- 


-day dealings, he will find that his ex- 


perience, as he goes along, will tend to 
strengthen his intention to attach the 
greater importance to the action of the 
market itself, until finally he reaches the 
point where he will be quite satisfied to 
entirely dispense with consideration of 
any of the so-called fundamentals. 


Accurate Records Necessary 


Any one setting out to study the mar- 
ket closely will, at the outset, be con- 
fronted with the desirability of keeping 
adequate records. There are two recog- 
nized methods of recording transactions. 
One is the method used by the various 
newspapers which report the daily open- 
ing, high, low and close for all the in- 
dividual stocks traded in on the Ex- 
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change. There is also one daily devoted 
almost entirely to financial news, which 
publishes the daily fractional transac- 
tions, giving approximately the time of 
day at which the particular transactions 
were made. Some students of the mar- 
ket keep this data in tabular form, ar- 
ranging it in such a manner that access 
to the record of any individual stock 
may be readily had and for many this 
method is desirable. Another way of 
achieving the same results is to plot like 
data in graphic form. This latter method 
has the added advantage of “high vis- 
ibility,” to use a newly coined term. 
Market data plotted scientifically is very 
easily read and assimilated. One im- 
portant feature, not common to tabula- 
tion, which graphic have, is that long per- 
iods of time can be concentrated into 
a relatively small picture, thus affording 
an opportunity for the observer to see 
at a glance the past action and character- 
istic of a stock. Which of the two 
methods may be best adapted to the pur- 
poses of the individual business-man 
student, must be left to himself to decide. 
From the writer’s point of view, the 
advantage is altogether with the graphic 
method, and its adoption is advised. 


Daily and Weekly Movements 


Study of price movement includes the 
daily range of such stocks as the trader 
may be interested in, continuous one 
point or fractional movements of the 
same stocks and their weekly and 
monthly price ranges. Daily, weekly 
and monthly volumes, should also be 
taken into consideration. Some traders 
find it profitable to record and analyze 
the continuous price fluctuations of the 
stocks in which they trade, down to such 
small fractional movements as three- 
eighths of a point. It is doubtful if 
much of value to the average trader is 
to be gained in the study of the smaller 
fractional movements. The great ma- 
jority of traders, however, who keep 
market records and study price fluctu- 
ations closely, do not attempt to analyze 
movements of less than one point. The 
beginner especially is urged to record 
and study these fluctuations of one point 
or more. 

It is desirable also to keep up the 












daily average record of one or two 
groups of stocks. The writer knows of 
no more representative market averages 
than those published daily by the New 
York Times. This paper publishes each 
morning, on its financial page, an aver- 
age made up of twenty-five industrial 
stocks, giving the average high for the 
twenty-five, the average low and aver- 
age close for the day. Twenty-five lead- 
ing railroad stocks are grouped in the 
same manner. What is known as the 
combined average of fifty stocks is also 
given. This latter average figure, 
plotted over any considerable period of 
time, gives an excellent index of the 
position of the market in general, and 
the relation of current price movements 
to previous points in past market his- 


tory. 
An Excellent General Indicator 


If the business-man student desires a 
simple yet accurate measure of the mar- 
ket position with relation to general busi- 
ness conditions, he can readily develop 
such a guide by plotting the weekly 
bank clearances of the United States, 
and the closing price of the fifty stock 
averages each week on the same graphic. 
With this data before him he can, from 
time to time, take his bearings, noting, 
from the tendencies displayed thereon, 
the probable direction of the trend, both 
in business and the stock market. There 
is hardly a business man in the country, 
no matter whether or not he may be 
interested in the stock market from a 
speculative or investment viewpoint, but 
who would find his vision of conditions 
broadened and his judgment improved 
if he were to keep such a record for 
any considerable length of time. And 
the longer he keeps such records the 
more familiar will he become with the 
characteristics presented, and the better 
able to draw accurate conclusions there- 
from. 


Volumes Highly Important 


In connection with the recording and 
study of fluctuations, volumes are essen- 
tial. The usual newspaper reports of 


the daily transactions on the New York 
Stock Exchange, also give the total daily 
volumes for each of the stocks traded 
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in. For all usual purposes this data on 
volumes is sufficient. For those who 
have reached the point in their studies 
where thev are prepared to go into the 
more detailed reports of the daily trans- 
actions, the official sheet, giving the 
individual transactions, published daily 
under the auspices of the Stock Ex- 
change, and procurable from members 
of the Stock Exchange, the daily ticker 
tape, or the Wall Street Journal, which 
gives practically the same data as pub- 
lished in the official sheet, are recom- 
mended. 

In keeping the daily fifty stock aver- 
ages, earlier referred to, it is also desir- 
able to add the total daily volume of all 
the stocks dealt in. This gives an excel- 
lent day-to-day record of the price move- 
ments in the average market, as well 
as the character of the activity, which 
is, of course, shown by the total daily 
turnover. To be more explicit, the daily 
range between the average high and the 
average low for the fifty stocks shows 
approximately the price activity of the 
day. A wide range for the day would 
denote either sharp upward or down- 
ward movement in the market generally, 
and at times movements in both direc- 
tions. A narrow price range would de- 
note dullness. 


When the Public Is In 


Price activity, accompanied by a large 
volume of stocks changing hands for 
the day, would mean a general public 
participation, while a comparatively 
wide price range with only nominal 
volume would indicate that the price 
movement was caused, to a large ex- 
tent, by the activity of professionals. 
What is descriptive of the averages, 
with regard to volume and price ranges, 
is also true of individual stocks. Any 
one interested in a stock should care- 
fully keep records of its daily price 
movement, together with the daily vol- 
ume or turnover. 

The third item to be considered in 
the study of the market is the question 
of time. The number of days and weeks, 
and even months, used in the making of 
a movement is of importance, and has 
a direct bearing upon the expectancy of 


future movements. Studies of this kind 
in the market are, of course, relative. 
One movement must be compared with 
another, whether small or large move- 
ments are considered, but if a small 
movement is under observation, it should 
be contrasted with other movements of 
like size, and so on. Daily movements 
should be compared with movements of 
other days. Weekly movements, with 
the movements of past weeks, and large 
swings upward or downward with other 
swings of like extent. 

Comparing one movement with an- 
other, if the more recent of the two, for 
instance, covered a like distance in a 
strikingly shorter time, it would tend to 
indicate that resistance was less in the 
direction of the later movement. A con- 
crete example, for instance, is to be had 
in a study from recent markets. An 
average made up of some of the most 
active stocks, advanced about two points 
slowly and haltingly from the first of 
August until the sixth. The trend, dur- 
ing this time, was undoubtedly upward, 
and the daily gains were fairly consist- 
ent, although, in the aggregate, they 
amounted to but very little. After main- 
taining itself for about two days at the 
top of the level reached, the market broke 
sharply, and in the three final hours of 
trading on August eighth this market 
average lost slightly more than it had 
gained in the five days of reluctant ad- 
vance. This study in time comparisons, 
gave one of the most important indica- 
tions to be found in recent markets, 
showing unmistakably the real direction 
of the prevailing trend. 


Possibilities in Earnest Study 


Any one who will set about in a 
rational way to keep such market records 
as are recommended in this article, and 
who will study them carefully, noting 
the different characteristics presented, 
will soon find that many things which 
had puzzled him in the past will becorie 
clear, and if he persists in his study, 
progressively eliminating the cause of 
his errors of arriving at market judg- 
ments, he will find much of profit event- 
ually, both from a monetary and an in- 
tellectual standpoint. 
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MARKET STATISTICS Breadth 
Dow Jones Avgs. 50 Stocks (No. 

20 Inds. 20 Rails Hi Low Total Sales Issues) 
Monday, Aug. 13........ 92.65 93.49 81.16 80.40 335,800 170 
Tuesday, Mm) Biiecsi ese 91.69 93.46 81.26 80.26 479,100 183 
Wednesday, “ 15........ 92.10 93.45 80.78 80.15 482,100 171 
Thursday, a ee 91.44 92.96 80.51 79.73 491,800 180 
Friday, i See 91.61 92.06 80.16 79.59 361,200 159 
Saturday, OP Beiecsases 91.42 92.08 79.90 79.72 101,700 133 
Monday, STctdevedd 91.27 9141 79.69 79.37 252,800 163 
Tuesday, m Dbaetcees 90.75 90.96 79.51 78.50 515,200 187 
Wednesday, “ 22........ 89.16 90.20 78.74 77.40 724,300 214 
Thursday, ute PRE 88.15 90:31 77.50 76.96 785,200 213 
Friday, We rabatass 88.91 91.35 78.59 77.76 438,500 184 
Saturday, S Bivsevese 89.06 91.38 78.97 78.11 104,900 121 
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Summer Weather Has Favored Cotton 


By RICHARD S. SLATER 























































HE South has been very bearish The idea of the Government, acting 

on cotton recently, because the through the Board of Trade, was that 
weather in the belt has been trading in futures advanced the price 
favorable, and the South always of cotton, and the theory was that if 

plays cotton on the weather. I'rom June trading in contracts was done away with, 
25 until August 25 the crop held its own Lancashire would get its cotton cheaper. 
and there are very few seasons indeed It will be noticed how different was this 
when there is not a great deterioration idea from the old, and now exploded, 
during this period. Acreage was cut this theory of the South that trading in fu 
Spring and the start of the crop was a_ tures kept cotton prices down. How- 
late and a poor one, but a good July anda_ ever, the British Government failed to 
favorable August wiped away ail recollec- _ realize that the importer needed a hedge; 
tion of this, and in its heart the Cotton and the fact that the importer of Eng- 
Belt decided that the price was too high land has been practically put out of 
—even if Farmers’ Unions were meeting business because he has no market in 
to demand that the Government fix a_ which to hedge, is one of the reasons 
minimum price of thirty cents a pound. England is not getting the cotton. A 
There is no gainsaying the fact that Liverpool friend writes: “The urgent ne- 
during August, to be a natural market, cessity has been clearly demonstrated of 
the cotton market should be a weather an open futures market, to enable the im- 
market. August is usually the danger- port of cotton for the supply of our mills 
ous month; but this year the crop got to be effectively carried on. Were prices 
such a late start that September weather very low, importers might be induced to 
will be just as much of a factor in de- take the risks of the market, but at the 
ciding the final yield as August weather. present high level of values it would be a 
The break on the fine Summer weather dangerous proceeding to import cotton 
was perfectly natural, and had it not for stock without the protection of a 





been for the fact that there had-been hedge in futures.” ° 
a reduction of acreage, prices would There is a possibility that the Liver- 
have gone much lower, for exports have pool exchange may be allowed to re- 
been running very light. open when the new crop gets in motion, 
and if this should be the case it would 
England Made a Mistake clear the atmosphere of the cotton mar- 


It is not because Great Britain does ‘et wonderfully. 


not want the cotton that exports have Deascitie Qutleck Good 
been falling off. Nor is it altogether due ; 
to the shortage of ocean tonnage. The There is no longer any talk of legis- 


cotton men of the North of England lation in this country to place any re- 
are just waking up to the fact that the strictions upon the cotton market and it 
Government hit the cotton trade of Eng- is very doubtful if there will be, during 
land a blow such as it never intended to the continuance of the war. There is 
land when it practically suspended-trad- no question but that the South will get 
ing on the Liverpool Cotton Exchange. a good price for its cotton and domestic 
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mills are not troubled over the price they 
will have to pay for it, but over 
the question of their ability to secure 
the necessary labor to handle the rush of 
business that is in front of them. The 
Government is having a great deal of 
difficulty in securing the canvas and 
other cotton goods it needs and Govern- 
ment orders will grow larger and larger 
as long as the war lasts. Few mills in 
this country have all the help they need 
and with many, labor shortage is today a 
very serious matter. There will be 
spindles enough in operation, however, 
to make domestic consumption during the 
next twelve months by far the largest 
ever known and there will be propor- 
tionately less export cotton than before. 


Trade Worrying 


The cotton trade, in common with 
other lines of industry, is beginning to 
worry a great deal about railroad trans- 
portation. As the time approaches for 
the heavy crop movements and the heavy 
movement of troops and supplies it begins 
to look like a very serious matter. 


That there is going to be congestion 
is a certainty. Whether or not the Gov- 
ernment will try to better things by tak- 
ing over all the railroads, is a question. 
Many of the best posted men in the 
country believe that the Government will 
be in control of all the railroads in the 
United States long before Christmas. 
Whether, even if it takes over the roads, 
the Government will be able to improve 
the situation is another question. 

This country does not yet realize that 
it is at war—that it must bear the bulk of 
the burden from now on, of the greatest 
war in the history of the world. It can 
not hang out that idiotic sign, “Business 
as Usual.” Before next Spring, there 
will be a better realization of what the 
war means, and the cotton world, in 
common with the rest of the country, 
will.begin to realize that we are living in 
times such as no man ever knew before. 
In spite of all the trouble the future may 
develop, however, the cotton manufac- 
turing business in this country has 
great prospects for big business and big 
earnings. 
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VENTS are moving rapidly in the 
grain markets. Wheat has been 
eliminated as a_ speculative 
proposition by the Government, 

which has assumed complete control. 

From now on until the end of the war, 

at least, the Government will dictate 

prices of wheat and flour. A Govern- 
ment purchasing committee stands ready 
to buy the entire crop, if necessary, and 
in any event, will purchase grain for 
our Allies, thus eliminating competitive 
foreign bidding. It was inevitable that, 
with the Government in control of the 
spot wheat markets, all transactions in 
futures should be eliminated and this 
has been done. Wheat futures markets 
now are closed all over the world, for 

Canada, the only country which con- 

tinued to trade in wheat options, has 

followed the example of the United 

States and suspended trading. Suspen- 





sion of the option markets would have 
proved a more serious matter to the 
grain trade had it not been virtually 
suspended months ago by voluntary ac- 
tion of the leading exchanges. Out- 
standing commitments in September 
wheat, the only option in which trans- 
actions had been permitted, were small 
and closing them out involved little 
disturbance to the markets. It also has 
proved necessary for the Food Adminis- 
trator to fix a minimum price for the 
1917 crop as the $2.00 minimum fixed 
by Congress in the Food Law does not 
become effective until 1918. Farmers 
have no cause for complaint regarding 
the prices fixed for the premier grain. 
It is liberal compared with what they 
have received in the previous years of 
the war. Government statistics show that 


the average price paid for wheat on 
the farms in 1916 was $1.44. This com- 
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pared with 98 cents, the average for 1915, 
the first full war year. During the past 
year the price of wheat has advanced 
steadily from 93 cents a bushel on July 
1, 1916, to $2.48 on June 1, 1917. 

The necessity of firm Government con- 
trol of the foodstuffs situation is abun- 
dantly proved by a brief survey of Euro- 
pean and domestic supplies and probable 
consumption. In the last issue of this 
magazine the writer made an approxi- 
mate estimate that European grain needs 
in the current year would be 40 per cent 
larger than they were last season. This 
estimate was based on fragmentary 
data then available and not on any official 
figures, but recently published authorita- 
tive statistics show that it was not far 
from the mark. The actual deficit in 
European crops this year through reduc- 
tion of acreage, lack of labor and other 
causes arising from the war, is about 
36 per cent. This estimate is based on 
the official crop figures for the Allies of 
the United States, as shown by the fol- 
lowing tabulation of production and 
probable consumption of grains in 
England, France, Italy and Belgium, 
in bushels. 


Crops 1917 Consumption 
393,770,000 974,485,000 
94,464,000 266,596,000 
337,235,000 682,865,000 
93,585,000 199,793,000 
41,732,000 90,537,000 


960,786,000 2,214,276,000 


Aver. Crops 
590,675,000 
121,109,000 
570,890,000 
125,201,000 

78,573,000 


Wheat . 
Corn ... 
Oats ... 
Barlev . 
Rye . 


Total .1,486,448,000 





This year’s cereal harvests of the 
countries named are here shown to total 
960,786,000 bushels of all grains com- 
pared with a normal yield of 1,486,- 
448,000 bushels, and the deficit is thus 
ascertained to reach 526,662,000 bushels 
or approximately 36 per cent, while the 


supply falls short by 1,253,490,000 
bushels of meeting the needs of the 
countries included in the tabulation. 

The deficit of more than half a billion 
bushels in the domestic harvests of our 
Allies must be supplied chiefly by the 
North American Continent. For this 
reason the statistics of supply of the 
United States and Canada are of ab- 
sorbing interest Official reports show the 
following results: 


Probable 
Surplus 
88,000,000 


United States Normal 
Crops 1917 Consumption 


Wheat .. 678,000,000 590,304,000 
Corn .. .3,124,000,000 2,653,698,000 470,000,000 
Oats ...1,453,000,000 1,148,713,000 304,000,000 
Barley . 214,000,000 178,329,000 35,000,000 
Rye .... 56,100,000 35,866,000 20,200,000 


Total.5,525,100,000 4,606,910,000 917,200,000 


To this estimated surplus of 917,200,- 
000 bushels of grain in the United States 
must be added the estimated surplus of 
239,000,000 bushels in Canada, making 
a combined North American surplus of 
1,156,200,000 bushels of grains of all 
kinds. As seen from the statistics of the 
European Allies, their indicated domestic 
supply falls 1,253,490,000 bushels short 
of meeting their requirements: So that 
even the surplus of 1,156,200,000 bushels 
in North America will fall short by more 
than 97,000,000 bushels of supplying the 
foreign needs, if every bushel is ex- 
ported. These statistics, moreover, do 
not take into account any of the needs 
of neutrals such as the Scandinavian 
countries, Denmark and Holland, all of 
which habitually import freely from the 
United States. To offset this import 
need, are supplies of India, Australia and 
Argentina, which are large, but can only 
be shipped moderately because of lack of 
shipping. 

With wheat definitely eliminated from 
the field of speculation the trading pub- 
lic is more than ever interested in the 
coarse grain markets. The statistics on 
wheat all point to unprecedented con- 
sumption of both corn and oats, so that 
activity in the option markets may be 
expected. The officials of the grain ex- 
changes have stated that the Government 
contemplates no interference with the 
machinery for distributing corn or oats, 
but it is definitely understood in grain 
circles that in return for this freedom, 
the grain exchanges are expected to keep 
speculation within bounds. As matters 
now stand restrictions on corn futures 
remain in force with maximum prices on 
the December and May ontions still in 
effect. Whether they will be continued 
until maturity of the contracts is a ques- 
tion which time probably will decide. 
Oats,“on the other hand, enjoy a wholly 
unrestricted market. 








